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I nuciear BB Fossil-fired

M Hydro )
B Renewables excluding hydro
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- EDF GENERATION WORLDWIDE
{n GWh) ' ;

49,583
7.7¢%

W 137,757
21.52%

H nuctear B Fossit-fired
B Renewables excluding hydro . . -

. : This page end next, consdldaredﬁyw!sasof 12/41/200%. .
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The EDF Group is a leading player in the European energy industry;

present in all areas of the electrit':ity value chain, from generation

to trading, and increasingly active in the gas chain in Europe.

Leader in the French electricity market the Group also has solid © - S

positions in the United Klngdom Germany and Italy

In the electricity sector, it has the premier generation ﬂeet and
customer portfolio in Europe and operates in strateglcally targeted
areas in the rest of the world. The Group is also the leadmg
network operator in Europe, glwng it a sound business modei
equally balanced between regulated activities and those open

to competition. ' '

NET INCOME UP BY MORE THAN 100%
COMPARED WITH 2004 {IN € MILLIONS)

2004% 2005

 Customers worldwide . e
W Customers in Euvope, EDF Group core market * )

B Customers in France for EDF SA . * integrating the effects ofth!e low of August g, zom;
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2005 was, in many respects, a crucial year for

the opening of the capital, the stepping up of our
o strategic development plan focused on Europe, a
| " new public service agreement in France. It was also
a crucial year for the energy world, with the
spectacular increase in ol and gas prices.

! " For the- first time, our sales exceeded the
€50 billion mark, reaching €51.05 billion, a growth
of 10.6% on the 2004 pro forma figure, while our
net income soared from €1.6 biltlon to €3.24 billion,
driven by all areas and companies within the Group.

from' €26.9 billion at the end of 2002 to
€18.6 billion, the increase In our shareholders’ equity
from €9 billicn at the end of 2004 to €19 billion, all
: the financial indicators show that the EDF Group has
recovered its margin for maneuver In financing its
growth and its strategic development plan.

This industrial project is underway: we have
delivered on commitments made.

. We have launched a massive program of
| industriat investment to respond to electricity
‘demand growth in France and in Europe. Our
continent is once again entering a phase of renewal

EDF: growth in sales and a doubling of net income, -

The €13 billion of EBITDA, the reduction in net debt .

and development of its generation fleets. We are

-ready for mls electricity market thanks to the relaunch

in‘our investments “the pilot EPR nuclear reactor at

: FIamaan!e currently the subject of public debate .

the progﬁesslve return to service of 2,600 MW of

ahydropowerprojectatGavet.amasswewind power .
|nvestment program increased investment In the

electnclty transmission grids.

We have strengthened our posutloning ln
Europe. In ltaly, we removed the obstacles to our.
Edison shareholding by finding a partner, AEM Milan,
with whom we tock joint contral of the company. In
Germany{we are present in EnBW's share capital at
parity W|th OEW, the consortium of Bade
WUrtembergs local authorities. As announced, we
undertook our withdrawal from Latin America with
the d:sposal of Edemsa and 65% of Edenor’s capltal
in Argenuna

v

. This aggressive implementation of our strategy

was eormnung, at the time of the opening of EDFs

capital at the end of 2005, to more than 5 million
_|nd|vlduals and institutions, including close to

130,000 of the Group's emplayees, who became EDF :
shareholders contributing capital of €6.35 bIIIion
in me largest transaction ever execuited on Euronext.
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We have signed, with the French State, an
innovative Public Service Agreement, which

brings together all our public service missions and. -

detalls their financing. This clarification had a doubly
beneficial effect: a reminder that we remain more
committed than ever before to our quality public
service agreement and more visibility for investors on
the framework for our actlvitles. - ‘

The EOF Group leaves 2005 stronger than ever.
It has at its disposal one of the most efficient and
competitive generation fleets in the world, which can

operate largely independently of fossii energy, producing
-Ss%ddecuﬁtymmirﬁdmmco,emish\s

. We have the confidence of mare than 36 million

customers in Europe, of which 28 million in france.
Qur dual offers of electricity and gas to eligible
customers in France are growing steadily. Edison, the
number two player-in the ftalian gas market,
strengthens the Group in this area where EnBW and
EDf Energy are already very active.

COur Group is focused on the four main European
markets, France, Germany, the United Kingdom and
Itaty, where it has leadership positions, with positions
in Switzerland and several key Central European
countries. Present across the whole value chain, the
Group Is supported by a business model batanced

. between regulated and deregulated actlvities on one
_hand. and generation and supply on the other.

For 2006, our Group is mobilizing around four
strateglc priorities

The first Is to prepare for full operiing of the French
market on July 1, 2007, by focusing on the quality
of customer service and the Imple mentation of the
Public Seérvice Agreement. We are leveraging off
experience acquired elsewhere by the Group, notably-
in the British market, the most deregulated in Europe,
where EDF Enesgy has become a reference company.

" The second is to continue with our development and

reallze our INVEStTIENt program, In Tansmission networks
and generatlon in France, in wind pewer across Europe
and the French overseas departments and also in the
consolidation of our positions in the gas business.

- our third challenge is to continue to improve our

performance as a Group in all areas, both operationally
and financially, and with regard to safety and security
at our facilities.

The fourth is a strong social and managerial objective
to consolidate the Group's international scale, to
increase internal mobility and to .attract and retain
talent.




At a time when the European energy market map is
f . seeing a significant move towards the concentration
| required for the renewal of investment in generation,
' _ the EDF Group is a leading player. its regional reach
i and business model aiready make it a truty European
[ group, we!l prepared to secure energy supplies for

" comext of continued scarcity and high cost of energy.
Qur Group owes the successes of this historic year 1o
its employees. whom I'd like to take this opportunity to

, thank, but atso to the trust of its customess, of the public

: authorities and of investors. We will be working to

X continue to be worthy of this trust by delivering on our

i project, which targets development and success over

the long term. '

Its customers and the communities it serves, in the

EDF, the Etfrop'ean energy market leader and the
leading electricity company in the world is, beyond
any doubt,|the leading company for the post-
oil era. : : '

EDF / Annuat Report 2005 =
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The Group aims to build a long-term relationship with its sharehaclders;
earning their confidence through clear and transparent information.

BREAKDOWN OF EDF'S* CAPITAL :
STOCK AT January 30, 2006

*Following exercise of the over aliocation
cption by the banks and settlement and
delivery of the shares acquired by current and
former employees from the French State.

A direct and transparent refationship
wuth shareholders

R

bl o, P A A SR A
z:EDFmas c}?ﬁgted °'3,$ area.on’ its%f comsite for.individual’ 1% gz

: B T T, ST
P %w&mffggfmwwwwﬂ»}e;im'& w?&ga‘e&;

s e L 24t 2 N
forthcoming events and documentation.' EDF. has blished

SO T

m‘mmmrres@edf o, by,
A R A e A

.g |lfreenmnber0800000800

’

A massive showing of confidence

The opening of the.capital, launched on Octo-

- ber 28, 2005, sttracted more than five million sub-

scribers, of which close to 130,000 cumrent and for-
mer employees of the Group as well as large
institutional investors. It was the largest flotation

“ever done an the Paris Stock Market, whether in

tenms of funds ralsed or popular sUccess. It was 3lso

-the second largest Stock Market flotation in 2205

worldwide.

On December 19, 2005, the share was included in
the CAC 40 index, with one of the largest market
capitalizatlons of the Parls exchange (Euronext Parts),

" New composltlon of EDF s capital

stock

Following the opening of the capital. the total num-

ber of shares comprising EDF's capital stock was

1,822,171,090. of which 87.3% heid by the French

State, 10.8% by the public (instizutions and individ-
uats) and 1.9% by current and former employens of

the Group

Shareholder mformatuon ccllendar
S i v

3 o
atorieasdhdainds AT B
FEBRUAR‘; zsfi"oos“%naum ofthe t

w
press and 10 ﬂnanml mlxgmj 5

< JUNE 2006 Ordifiary General Shareholdef Maenngon the
2005 i ;
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Presentation

to individual
shareholders, in Lille
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An optimal,
to rising fossil fuel prices.

The year was characterized by significant
moves in the main variables of the European
energy market. ‘

+ Anincrease in the oit price, driven by strong
world growth, reaching a range of $50-
$70/harrei. The ofl price has a direct impact
on the naturat gas price. )

+ Volatility of CQ, emission certificate prices,
which soared up from less than €10/tonne
“atthe beginning of 2005 to nearly €30korine
in July and decreased slightly to above
€20nonne at the end of 2005.

These moves had a significant impact onthe
setting of electricity prices: .

+ Continued rise in wholesale prices, quot-
Ing at high levels;

« Strengthening of the link between the nat-
ural gas price and the electricity price, resut-
ing from the quotation of CO, certificates
and the predominant share of natural gas
in new electricity plant projects;

» Convergence confirmed of electricity
prices between france and Germany (with
prices currently above €50/MWh), a large
part of the rest of Europe aligned around -
these markets. ’
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environmentally sound generation mix with low exposure
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. EDF net consolidated mcome doubled on the 2004 level to reach €3.2 billion -
with a considerable :mprovement of financial indicators:
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Net income was up“mz% on
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(in € millions) o . . T {in € miltions)

T >51,051 

of woﬂ_d

Europe
(exdud:ng
‘France)

France*.

2005 T

e

i . i R s e e
Organic |Scope and] Foreign _Ch Organic |Scope and| Forcign
growth method exchange _ e 3 growth method |exchange

8% |35 €BITDA ' o ‘
France® : + % 10 : | France*

Europe excluding  [HatiEtid it fodeelia | Europe excluding ;
France B EER 35+ 0. i ] France

Rest of world - : SEY.308) 1B E120 ' Rest of world
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Key figures

{in € millions)

|
|

2004 ;Char—tge (_Srganic
pro forma (%) growth

Sales>

EBITDA

EBIT

Net income

Total
. -(Edison
~ aver 3 mo.)

of Europe

I‘ Germany

*At constant scope and exchange rates.
** Of which write-cowrs; €1,060 miliort

BB 2004 pro forma I 2005

Rest
of World
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1231104 0101005 Net debt at
Net debt end-2005
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*€5.35 billon = funds rased, or €6.2 billion net of bank charges (included hers under “Other”).
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Situation
as of 01/01105-IFRS

»0f which €329 milioh of charges related to the capital increase reserved for emplopess,
- counterbalanced by an increase in EDF's equity (FR52).

Js at 12/31/05-IFRS

41Y.B.6% 10, €18.6 §1%
biflion’yThe reduction®

-occurred after, EDF.
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Commitments in the strategic
development plan

Prepare for the renewal of the nuclear
._-generation fleet i

Preserve the potentlal for hydro

‘Build peak capacity B - g ,
| : ‘Sen ‘ce and.to uild 500 MW(of combisstion wrblnesé(Boar
N 3 T ;ﬁ*{aé ’ i ‘..é akutr-r;cmm;r

SRED Energles Noﬁv‘eiles bnrfés ‘nto

Develop the renewable energy buslness ies;Nouvelles bril

I

i the sh ] ! !Energlg,i ‘which becomes‘l‘ negolga.ng
\ ' ' vith:Tota ' assembler May F AL e
|

Fully guarantee the independence
of the network operators [

Guarantee the public service missions

3 Latincgw f he'¢
011300 u‘é’sf,’: f

Roll out a dual natural gas and électricity
offer in France _ ' ‘

:‘«”xf Nt

|
Roll out the enefgy services |

a-:Laymh of the serwce oﬁers focused on energy savmgs |n Frange (WIth the
et o Ky Loy Ry Loy

. Optrmia‘*and D:@lege‘ dmgnostu:s etc) *"‘"’ b M,;v.’*‘a,‘ {gf*'.,,g:_ _-r"j

Adapt information systems and marketing 3 Creauon of 3t \a'n;svers‘e

. channels- '
. i

*) Energy Regulation Commission. | .
*%) Site: delivery point. | )
i

|
5

TV
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Commitments in the strategic
development plan .

--_Con:}ohd.@_t:mg posi

Germany - Increase the hoiding in EnBW
ttaly ~ Reach a balanced solution for Edison

- Switzerland -~ Consolidate the position in ATEL

Bolster gas positions in France and in Europe

Generate value from expertise cutside Europe

— Regammg flnanmal o0 for

Open EDF‘s capital

“Improve operational performance and bolster™ -
- financial flexibility

Withdraw from positions offering few synergies
with the rest of the Group

Corporate sodal responsibility

Share the benefits of growth

U alger

'Near to*1 30 000 current and former EDF employees subsu' bed

Employee shareholders

%) 2005 figures compared with pro forma figures farzaoetmregraungrhermpacrofmelawomugusm 2004.
=} Figures at December 31, 2005cnmparedmthpmfonnaﬁgurafor2004rnregraung#renmpacrofd}eapp'xarrmofms32and39mlanuary1 2005.
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Group

Consohdated posmons -
* The EDF Group undertook
a complete transformatton
and began work on its strategic
+ " development plan drawn up at
" the end of 2004 and approved -
by its Board of Directors
in January 2005
In France, it clarified its
relationship wnth the French State
through a pubhc service
_ agreement, specufymg its public
- ‘ . service missions and detailing their
: financing. In Europe. it continued
.. it development in consolidating
o o its posmons |n the main markets,
. ' ‘ : . particularly in Germany and in
‘ ‘ : ltaly. More ancl mare potential
synergies are bemg released
-between its busmesses and
" companies, drwmg growth
and reducing costs
A major lmprovement in its
: ‘ .~ financial results testifiesto a
! , * marked mcrease in productivity.
' ' : , A start has been made on the
- disposal of non -strategic
: : _ shareholdlngs
| Thanks to th:s strong momentum,

the company | was able to open its

capital in good conditions.
Mobilizing more. than five million
Lo subscribers, tI:us transaction was
V' o , one of the largest of the year
}’ worldwide.
!

[ .-
“A pro;ect well undemay

- The Group has thus rebuilt the

margin for maneuver necessary to

' dellver positive results from
. its strateglc development plan.
The latter, focused on Europe,

A growing

aims to strengthen the Group's
leadership position in-the energy -
markets. It is a growth plan
which prowdes for substantial
investment in electricity
generation and development

in the gas chain. The Group is -
supported by its R&D and
engineering, embedded in its
activity. ftis mobilizing its teams,
their expertise and adaptive
capacuty to progressively build

a greater whole moving towards
a shared future.- .
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Pierre Gadonneix
Chairman and CEQ of EDF

i S A BT R N By
AN RESOURCES RSy INTEGRATION AND DEREGULATED
AND COMMUNICATIONS HE2s 12725 OPERATIONS IN FRANCE '

Yann Laroche Zob 7 | Jean-Louis Mathias
Chief HR and Communications
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Vice President
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General management
Management of the company is the responsibility of
the Chairman of the Board of Directors, whose full

‘title is Chairman and Chief Executive Officer. Upon

the proposal of the Board of Directors, Pierre Gadon-
neix was appointed Chairman of EDF's Board of Direc-

tors by the decree of November 24, 2004. He was

reappointed to this function following t_he share-
holders’ meeting of February 14, 2008.
The Group's executive managémeni. consisting of
the Executive Committee and support functions,
defines and oversees Group strategy (with major ori-

entations submitted for approval to the Board of.

Directors), supervises risk management, maonitors

- performance and activity and cost synergies.

. A Board of Directors meeting.

3
|

Board of Directors
EDF's Board of Directors determines the orientation

-of theoompanys activities and oversees their imple-

mentatlon It deliberates on all the major strategic,
economic, fi Fnancnal and technological orientations

_concerning the company, and also examines any

other matters related to the company's operation,
governing stich affairs throughi its dellberattons

After the General Shareholders’ meeting of Febru-
ary 14, 2006 incompliance with the Law of July 26,

" 1983 on the democratisation of public service, as

the French State holds less than 90% of the capital
of EDF, the Board of Directors continues to have
eighteen membets one third representing the French
government, one third representing employees, and

U —

 EOF Madiathecue - hllen DANEL




EDF Group

one third appointed by the shareholders afternom-  » The Strategy Committee, which issues an opinidn

" eees o oeewe e ingtion by the Board of Directors. : on EDFs major strategic orientations (alliances and-
- . partnerships, strategic development pian, indus-
-~ .. ... Boardmeetings are also attended by the members . trial and sales / marketing policy, strategic agree-—
of the French State’s Economic and Financial Con- ments, the Public Service Agreement);
- tro! Commission and the secretary of the Works - : ]
Council, who have no voting rights. ' ' = The Ethics Committee, which ensures that ethical

: . considerations are taken into account in the work

To carry out its duties, the Board of Dlrectorshasset ~ of the Board of Directors and the management of

up various committees of selected members: .. EDF. It also examines procedural developments at

. ) ‘ Board leve!, the draft annual report {excluding the

+ The Audit Committee, which issuesanopinionon  _ financial statements} and the annual reports of the

" the financiai position, the medium-term plan and Medlator and Ethics Advisor. - -
budget, the annual and half-yearly financial state-
ments, risk monitoring, internal audit and control,
and the appointrment of Statutory Auditors;

1. MINER — Ministere de 'Economie, des Finances et de {'Industrie. 2. CNES - Centre National d'Etudes Spatiales. 3. DIDEME - Direction de 2 DEmande et des
Energetiques. 4. DGEMP - Disection Génerale de I'Energle et des Matiares Premiéres.




Meetings of
the Audit
Commitiee
and Ethics
Commitice
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"2005 marks the reahzanon of two key obyect:ves for

R the Group The first was to :mprove our profitability, on

Bl whrch we delivered: our net income amounted to €3.2 billion
*in\ 2005, double the figure for the 2004 financial year. '
) The second was to recover the Group s financial flexibility.
-‘;fi-'sf' _Here too, we delivered on our objective: net debt was

€18 6 billion at the end of December 2005, compared with
c!ose to €27 billion in 2002, and is now lower than
shiareholders equ:ty whfch has more than doubled ”

Danlel Camus S S ‘

RN

¢ e e e e o e ————

;;;;;

2005 saw a transformation in the EDF Group. In France, the company confirmed and defined its public service
missions with an innovative new agreement, specifying EDF's commitments and how each would be financed. In
Europe, in line with its strategic development plan, the EDF Group consolidated its positioning and clarified its
relationships with partners in Germany and in ltaly. Thanks to performance initiatives from its teams and the release
of synergies between its comparties, productivity is rising and the Group has been able to report greatly improved
operating and financial results. Having started, as announced, the disposal of non-strategic assets, the Group closed

“the year with a stronger, cleaner balance sheet. With more than five million subscribers, the success of its capital
increase testified to the confidence of individual investors, employees and the financial markets in the Group's
strategic development plan. A stronger, new-style EDF Group is now looking to the future..



'A value- creatmg ¥
industrial model

Developing the upstream/
downstream integrated model
At the end of 2004 the Group created the Upstrearn/

Downstream Optimization and Trading Division.
(Direction Optimization Amont Aval & Trading -

" - DOAAT), responsible for maximizing the gross
energy margin in marketing and purchasing-sales

in wholesale/generation. Faced with the challenge -
of managing temperature fluctuations or hydropower

* and generation unit availability, it optimizes all

resources whether upstream - diversified generation -

capacity. wholesale procuremeént - of downstream
— qustomer contracts, interruptibility capacity, whole-
sale market sales - to secure supply for all customers
 and respect the contractual commitments on energy
delivery, From long-term investment decisions to day
to day management the opumuzatlon of the

upsueamldownstream gross margin must be -

v t
o
i
I

achieved whatever the time I1ne In a context marked

'bynsngprb&sammasedprmvolaumy whether -

in wholesale electrlclty fossil fuels or CO, - and by

unfavorable meteorological conditions the DOAAT

showed how' much it was capable of in 2005.

EDF Tradlng's energy trading expertise supports the
Group's abllity to maximize value from its genera-.

tion assets in thq wholesale markets. Optimization
works country by country, or zone by zone, but EDF

Trading’s goal is, in time, to go global. EDF Trading -

|
f

——— — k=

mllmkeamerﬁ:lconmbutmﬂweasthebroker "

for the Group Already EDF Trading acts for the par-
ent comparty, and EDF Energy and is the sole trader
of the Groups CO, permits.

in gas. cooperauon initiatives across the Group are

very promlslr}g and aiready well underway, espe- -

clally in supply and the optlmal use of infrastructure,

X
i
R
v N
|

|

[
|
i
‘

Trader on the trading
ftoor at EDF Energy
headgquarters in London.

* . EDF Médiathéque - Michast ZUMSTEIN
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Generating synergies between
- - Group entities
EDF and EnBW stepped up their cooperatlon on

numerous projects: pooled purchasing, engineering -

cooperation on studies for future fossil-fired power
plants and the analysis of joint hydro-power projects

on the Rhine. They conducted benchmarking exer-
cises on maintenance costs and nuclear safety and are
undertaking a pllot project to jointly operate and
maintain the tydro facilities at Iffezheim and Gamb-
sheim. in R&D, EDF and EnBW are working on renew-

. able energies. distributed generation and fuel cells.

in ltaly, numerous areas for cooperation have been
identified: engineering, equipment procurement,
sales and marketing to large customers, services, etc.

Cooperation to drive sales
Cooperation Initiatives are also being strengthened

" to support large custormers at all thelr European sites.

They are now coordinated, within EDF SA's Customer
Division by a European sales manager, responsibie for
managing, alongside nationa! managements, the
sales forces in charge of these large customers, 10

EDF R&D s also building direct relationships with

Group companies. It is cooperating with EDF Energy
on five projects concerning enengy effidency, metering

-and networks. With Edison, which has a laboratory
. based at Trofarello dedicated to new energy tech-

nologies. a framework agreement on coopesation
is being drawn up. With Calkia, R&D undertakes
projects linked to industrial electricity usage (cool-
ing, industrial utilities).

A consolidated

position in Europe

Consolidating the position in Edison
The Group's development strateqgy foresaw a refo-
cusing on Europe. This refocusing involved, notably,

achieving more clarity on EDF's position in ltaty, The -

ltallan authorities guaranteed the lifting of the
restriction on the Group's vating rights In Edison.
The compary was then able to establish an equal

partnership with AEM Milan, Milan’s gas and -

" “support them wherevef their generatlon sites may
= e 2= g SRS Ehe Supply comtract signed in 2005 by SSE

and the automobile mantfacturer PSA for its new
factory in Slovakia was facilitated by the relatjonship
between PSA and EDF in France.

The sharing of best practice heips to develop pmdua

offers and keep their launch costs to a minimum.
-+ Thuss the Equitibre product, on sale In France for séveral

years, has been introduced to the Spanish market.
“Several products invoiving derivatives have been deves-
oped in France and in the United Kingdom then trarns-
posed to the other countries. Energy efficient solu-

- tions {Maitrise de la Demande d'Energie - MDE),

which are afready very comprehensive in France, are
also being introduced elsewhere. A tool for monitoring
invoices on a European scale has been developed.

R&D, driving synérgies across
the Group -

Responding to the needs of al dMsIons and busl- :
. nesses, R&D's mission & to promote synergies. Above

and beyond its historlc role of attracting talented

"pecple and acting as a pool of expertise for nearly

all the divisions, it suggests the transfer of methods
and Lool; from one business to another or invites
divisions to participate in joint projects.

electricity operator. senrlng more than 1.7 million

customers-AEM Milan-brought its knowtedge of
the ftatian market to the tabte in taking joint control

of Edison via the Transalpina di Energla holding

company, created to this end. These agreements
have been approved by the European Commission.

As af December 31, 2005, EDF thus held 51.58%
of Edison’s capital and 50% of voting rlghts

‘Balanced agreement for EnBW

The 2004 strategic development plan also foresaw

-the clarification of relations with OEW, jolnt share-

hotder in EnBW in Germany. Following several
increases in shareholdings, EDF and OEW have each

held 45.01% since June 30, 2005 of ENBW shares -
" within the joint-control framewaork defined by a

shareholders’ agreement. EDF contributes its indus-
trial strength to EnBW, particutarty in the develop-
ment of its generation facilities. OEW, Bade-Wurtem-
berg's locai authority consortium, brings its knowledge
of the regional and German natlona! context.



s ooeimeing

i s

2

R

L

Thanks 1o its nuclear and hydro s
facilities, EnBW's generation fleet
is the least emitting in Germany.
Here, the turbine buitding of the
Philippsburg nuctear plant.

'L'

operatmg cost overruns by deploymg aII the means at
its dlsposal[ caiting on generation capacity, contracted
mterruptmns of electnclty supply in exports customer
responswer?ess, selective purchasmg of electricity in the
wholesale market, revised shutdown schedule for refueling
‘the nuciear piants

In Cors:ca where asanistand the snluatlon proved a greater'
challenge, black-outs were avonded through load- shed-_
dingand back -up solutions were rapldly put into place

EDF Mediatheque - Philippe BRAULF




"A sound European foundation
The Group now has strong positioning in france. in
the UK through EDF Energy, In ftaly though Edison, and
in Germany through EnBW, all market leading
companies within their own countries. With Edison,

f
Ins France, the policy
of uniform tariffs was
reaffirmed in the
Public Service
Agrecment signed
between EDF and the
French government.

. Clarity-and fomard-thinking

Each mission is defined and its financial resources
identified: contribution to the public service charges
for electricity (Contributions aux charges de Service
Public de I'Electricité - CSPE), tariffs for using the

EnBW and EDF Energy, it also has a significant gas
business, ghing credibiity toits gas ambitions in Europe.
in addition, the strengthening underway of EDF's posi-
tion in the Swiss market opens the way intime, toa

25% shareholding ina new structure integrating ATEL,
thus allowing the Group to parmpate inthe creation .

of an energy market leader in western Switzeriand.

The Public Servi%:e
Agreement: missions
‘and financing clarified

A smgle agreement coverlng

all public service missions

_ Adl the public sérvice missions confermed on EDF by
the French State were brought together in a single
agreement signed on October 24, 2005. These mis-
sions further the French energy pol:cy objectives:
independence, supply security, pxeservaﬂon of the
“environmert. low-cost energy and social and regional
cohesion. The equal pricing principle and solidarity
with low-income cx.ustometsarereatﬁnned The pub-

lic service in the field Is guaranteed (breakdown .

assistance, telephone service for customers 24/7).
EOF is committed toa high level of safety in industrial
facilities, the struggle against greenhouse emissions,
the preservation of the enwronment and sharing in
the landscaping of the country.

- |
I
I

"public transmission and distribution NETwWOrks (Tarif

d'Utilisation du Réseau Public - TURP) or tariffs for
individual customers where m?as&sn'taynotexoeed
the inflation rate for the first five years’., '

The agreement provides for a revision clause in case
of financial imbalance. it also looks beyond the
French elections in 2007: the modifications will be

determined by the three-year review and possible
regulatory and legistative changes. :

Sngmflcant

improvement in all the .

financial performance
indicators

An improvement in operat:onal
performance ‘

* Sales reached €51.05 billion, an increase of 10, 5%.

This progression was driven by growth in sales in
Europe and by an Increase in whoiesale energy prices.
The Group's EBITDA amounted 10 €13 billion, an

increase of 3.6% due, particularty, to productivity

gains genersted by the Altitude performance pro-

1. The commitments of the network cperators, EDF Réseau
Distribution {ERD} and RTE EDF-Transport, are detailed in -
the two separate sections signed by their Chief Executives.




gram and despite the increased cost of energy and
fuel supply.
Groupnet income doubled, amounungto€3 2 billion.

Altitude performance
improvement program: 2005
results ahead of schedule

The Group's performance program launched at the
end of 2004 has three main aims: the gradual

stabilization of operating expenses in France, the

reduction of the working capital requirement and
continued productivity galns tn the businesses
outside France.

It targets a €1 billion incréase in the Group's EBITDA'
on 2004 levels by 2007-2008 (pefore costs involved

in transforming and adapting the company fx, nokably.
full market opening on July 1, 2007). In 2005, the
impact of the Altitude program on EBITDA was 20%
ahead of the annual target. notably due to significant
progress in stabilizing operating expenses in France.

The Group s also targeting a €1.5 billion reductionin -

Working Capital Requirement (WCR) in the 2005-2007

periodi=in this second part:of-the. Alttuide program. will sellits technical expertise. The disposal of the
EDF akso exceeded its tanget, for the year by 20%. with ' :

areduction of more than €600 million in 2005.
Finally, in the international operations, the Group is

. continuing to defiver productivity gains, particularty

in the United Kingdor and in Germany.

A stronger financial
structure |

Implementation of pensuon
reform: the situation clarified

The main measures for the reform of the pension
scheme for the electricity and gas industries (EG)
were implemented on January 1, 2005:

« The creation of the pension and benefit manage-
mest body (Cafsse Nationale des industries Elecmqus

" et Gazidres - CNIEG),

« Financial affiliation of the CNIEG with the standard
French national socla! security system.
The financial reform of EDF's pension scheme is

financlally neutral for customers, private-sector .

employees and taxpayers.

Increase in shareholders’ equity
and continued debt reduction

The capital increase launched at the end of the year

raised €6.35 billion. Thus, at end Decembes 2005,

shareholders’ funds reached €19.2 billion, With.

operational cash flow increasing by 6% to €9.5 bil-
lion and net debt down by B.6% to €18.6 billion,

EDF has rebuﬂt the margin for maneuver needed to

~ supportthe Group’s strategic development plan and

its ambltlous investment program

Focus on Europe

Over the yearI the Group Implemented its strategy
of refocusmg ard consolidating its positions in neigh-
boring European countries: In laly, shared strate-
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gic contro! of Edison with AEM, the consortium of - '

Milar's focal authonty operators, and in Switzer-
land with the agreement on the Increased share-
holding in Motor Columbus, the holding company
contralling ATEL.

tn paraliel, ltlbegan to withdraw from positions

representing fewsynerg:esthhmerestofmeGroup
This was undertaken with ongolng respect for the

" continuity of customer service and social and erwi-

ronmental commmnents In Argentina, having sold
Edemsa to Iadesa it sold 65% of Edenor, the elec-
tricity dlstribuuon-supply company, to the Argen-

tinlan Invesrment fund Grupo Dolphin. The Group
retains a 25% shareholding in Edenor to which it

i

pma = e

other Argentlnlan assets is underway.

fn Austria, on March &, 2006, the Group sold ADA,
the leading waste management company in Central
Europe. In Portuga1 it sold Its 10% shareholding in

Tejo. the owner of a coal-fired power plant gener-

ating 600 MW :

InEgypt. it sold the Egyptian fossil-fired povwer plams
at Port-Said and 'Suez to Malaysian group Tanjong
Energy. a transacuon which will ciose in March 2006.

Sustained growth
oquok

T

}
Renewed mvestment

EDFis comrnltted o guaranteeing electricity supply‘
security in France in systematically replying to calls

to tender from the French government and in re-
launching Its investments: renewable energies,
suengthen:ng of tne interconnections, securing island

- energy systems and the distribution network (+ 6%

in 2006 and 2007)
With the expected growth in activity and the imple-
mentation of the Altitude performance improve-

n'mtprogram EDF is targeting a steady improvement -

in its pefformance and in its financial flexibility. The

© 2005 results oonr rmed this outiook.

In addition, the Group’s objectives include main-
taininga h:gh rating in line with its profile and ambi-

tionand a stablhzauon in net debt by 2008 at a level |

not exceedlng that of end 2005, .




- hitien DAL -

"EDF 1s"clearl_y one of the groups in its sector wrth the most
potentrai grven its strengths: its European reach, generat:on

fleet, customer portfoho, business model, increasing

prof“ tability. EDF also remains a large public service company
in France, which is by no means a contradiction. The Group
knows there is still room for rmprovement and is mobilized

around enhancmg its performance " Jean-Louis Mathias - ;r'{lgi’d',i‘,"
S : 1 R

Europe is faced with the sharp increase in the price of fossil fuels, the costs of environmental
measures and a pressing need to renew and deveiop electricity generation capacity. According to
the IEA", the need for new capacity in "Europe: 15" amounts to 660 GW between now and 2030,
5 times EDF's current generation fleet. The chaltenge is not only in terms of industrial capablhty
but of competition and sales: the opening of the European energy markets is leading to a
profound restructuring of the sector and the emergence of both new local players and leaders

on a European scale. To respond to these challenges, the Group is gearing up, with an ambitious
industrial investment program, directed at deve!opment and research, as well as meticulous
preparation for full electricity and gas market opening on July 2007. Work started in 2005

~on the delwery of its strategic development plan, establushed at the end of 2004, which paves
the way for years to come. '

1. international Energy Agency.



An ambitious

_investment program

European industrial program
In order to ensure the success of its strategic

_ development plan, EDF plans to invest €40 billion”

between 2006 and 2010, of which €26 billion
between 2006 and 2008, During this period, around
€18 billion correspond to Investment in renewal and
organic growth, and around €8 billion to develop-
ment projects and external growth.

Irwemnentmremwa!andorgamcgrowthlsdestmd
to maintain the industrial facllities, to add value and
Increase the flexibility of the generation fleet, to

" develop capacity in line with European market growth

and to strengthen the networks and ensure ongo-
ing improvement in service quality.

Investment in development and external growth is
aimed at selective and profitable additions to the
Group’s core activities, notably to strengthen the
gas, wind power and services activities, with a priority
on Western Europe.

These investments will be subJect to strict control
and rigorous criteria, with the emphasis on value
creation.

iy EDF / Annusal Report 20055,

The new EDF logo is launched
in July 2005 a1 the Porcheville
fossit-fired generation facility.

' © EDF Madiathiue - Gies OE FAYET
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For example EDF currently envisages the fo!lowmg breakdown

In mvestmem:

{

Immm IN RENEWAL AND ORGANIC GROWTH

R 2006:2008

FRANCE?
€12 billion

-2.EDF SA + RTE.

1
'

|Nf£nmmovw.
€6 billion



.. The choice of Flamanville as the site for the EPR
" (Eurppean Pressurized Reactor) pliot unit was -
. discussed at over twenty public meetings held under
| .. the aegis of the Natlona Public Debate Commission ™
| (Commission Nationale au Débat Public). -

publu: debates orgamzed by the Commission Nationale du DebarPubhcon projects
at the hcan of its industrial strategy.

Until February 2006 the debate on the project to build a pilot EPR reactor at Fla-
r_manwlle will be add_ressmg, intwenty or so public meetings, the industrial challenges,
the conditions for reatization and the energy issues. 2,000 people participated in
twelve publac meetings in 2005.

he debate on the Maine-Cotentin high-voltage line project to include the
Flamanville EPR reag:tor in the transmission grid led to proposals responding to
the concerns of stakeholders, particularly farmers.

AIready initiated by the French government, the debate on strategy for managing

ong-lived radioacti\;é waste is aimed at garnering opinion on the subject. EDF has
contributed to the work on this issue and participated in public meetings. The
_debate should result in a bill to be introduced Lo the French parliament in 2008,

,group 's wind power activities: 111 MW authonzed and financed, of which 45 MW
brought into servicein 2005. In Spain, it completed the construction of the biomass
plant at Lucena (26 MW) and is developing a project for a further 20 MW.

EDF Energies Nouvelles benefits fram a strong market position in the United States
where its EnXco subsidiary is a market leader in wind power. In 2005, EnXeo detivered

' the tumkey Wall I.ake fal:lllty (150 MW) in lowa, developed and built for MidAmerican
Energy :




~ public debate published by the Chainman of the Com-

IR

Strengthening generation assets  Inthe transmission networks, the gross investment in
in France. security, safety 'and the ervironment will increase I:ry
In fossll-fired power, EDF will build uts peak capacity 6% peryearin 2006 and 2007.

by 3,100 MW, of which 500 MW linked to the con- Theislarﬂenergysystemswullbestrengmened hydro
struction of combustion turbines and 2,600MWto  electric fauhﬂ&smCorsx:a and La Réunion, systems for
bringing four oil-fired units cuently “temporarily  reducing polluuon emanating from fossil-fred plants
shutdown” back into service. Fuel oil is, alongside  in Corsica and Mammque, solar equipment through

- water collected by dams, the only primary energy = Tenesolin Casaca and In the French overseas depart- .

which can be stored and used almost instantaneously. — merts. Amwmmeumbammmscaamsmwa

- Its cost is not a drawback for facilities mainty used ~ was inaugurated In 2006, in addition, by 2010. the
when wholesaks electricity prices reach ther maximum.  renewal of 800 MWoffosnl-fredga'eraumsplarmd

Moreover, resources will be deployed torenovate the. . _ inthe island energy systems. EDF will participate in the
most recent coal-fired units, to meet environmental oorrespondtng ca1lstotender

standards, the older units connnu:ng to be gradualry

shut down.

As for nuclear power. ollowing the outcome of the Deve I 0 p m e nt pTOJ ects

mission Nationale du Débat Public on April 11, 2006, N

EDF decided to launch the pilot 1,600 MW EPRreac- ~ Strong commitment to renewable

"tor project at Flamanwille in ordes o supply partof  energies |

e m -~ = -

electricity, requirernents as of 2012, This facility which  The Group will also develop activities which have

represents advanices In safety, technical perfomnances  emerged atwncl its core business, notably renewable
and cost. capltalizes on 1,300 years of experience in___enesgies. It plansto invest in partnesships to produce
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. reactor life bath in France and in Germary. Based on 3,300 MWoflwirﬂpmverbetween now and 2010
2005 economic conditions, the investment cost isesti-  inFrance, elseMtaemEuopearl:ImUEUnitedStates

mated at €3.3 billion. ltis also targetmg alead position in housing, particu-

. With a cost of €46/MWh for the Flamarwille 3 pllot tarty in solar energy

the EFR Is competitive compared to a combined gas ~ These ambit!ons are mostly the responsimlity of
cycle series, the alternative means of generation, EDF Energies Nowellm. with strong international posi-
whose cost (taking CO, emissions into account) Is  tloning inc!udmg in the United States. in 2005, the

.between 42 and €60/MWh for a gas price of between . . latter. launched the construction of 469 MW of wing
$3.9 and 6.4/MBuw. power, bringing some 210 MW on fine for the Group. .

n paralel, EDF has decided toadd power of 150 MW and 1 50 MW for third parties. From an initial base of
to fts nuclear fieet by changing the wrbo alternator  wind power development projects, EDF Energies

.sats in 5 of its plants between 2008 and 2010. Nouvelles is n'ow branching out into operations and

With a view to reconiciling performance and environ- matntenance. optimizing the performance of the

mental considerations, EDF decided 1o improve the - Group's fleet and pooling experience and improving |

hydro potential of the Basse-Romanche reglon. by operational prooedures The Group has sharehold-

replacing six facilities dating from the 1900swithone  ings in compames positioned in photovottaic solar -

more powerfu! {32 MW), new generation under-  power (Ten&sol Jjoint controlled with Total), thermal

ground facility, to be built at Gavet (isere) by 2013, solar power {Gm:lano) and the integration of renew-
' ‘ able energy solunons in buikdings (Everbat and Eco-

Consolidating the networks Alternative). 1|t plans to develop synergies between

and island energy systems ~ these comparties.
This Is 8 public service commitment.

RYE EDF-Transport is continuing, under the control of 4
the French Energy Regulator (Comité de Régulation . ’
de F'énergie - CRE), to invest €100 million per year =

in work 1o secure the network which was begun after
the storms of 1999, The comparty is also undertak-
ing new works projects: European interconnections
with Belgium and Spain, securing the Provence-Alpes-
Cote d'Azur, Rnone-Alpes and Alsace regions, and
contributing to large infrastructure projects such as :
the high speed rail line (LGV Est) in Eastemn France, 1 Ewopean Pressunized Reactor
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Electric
_transportation:
Five electrically-powered

. 44-seater Europolis buses _

manufactured by Irisbus
have been successfully
used by transport union
for the Rhone valley

and suburbs of Lyon -
{Syndicat Mixte des
Tranr.ports pour te Rhone
et I'Agglomération
Lyonnaise ~ SYTRAL)
since the end of 2004,

. Equipped with high
density batteries, they
can operate for a day in
an urban area without
needing ta recharge.

t

Emphasis on energy savmg andclean-

solutions . - o
Todevelopits energy saving offer the Group counts

.ong optlmrzati_or_lsolutlons‘proposed by its market-

Ing services and on solutions developed by its spe-

‘clatist entities like EDEV Teléservices, a company

owned alongside Creédit Mutuel or Everbat's Energy
Efficiency Division, both established In 2005.

This program includes the deployment of electricity
solutions for use in the industrial, residential or trans-
portation sectors, freeing consumers from the pres-

_sure of the fossil-fuel market. EDF is confirming its

commitment to electrically-powered transportation,
both clean and quiet: development of more inde-
pendent electrically-powered buses and promotion
of rolley buses. EDF plans to renew a significant part

. of its company fleet with electrically-powered vehi-

cles by 2007-2010 and to promote their penetra-

" tion in local authority and corporate fleets, -

R&D: building on

EDFS R&D supports large-scale projects and help§

to prepare for the future: prolonged lifespan of the
nuclear plants, software to optimize marketing and

" -trading, technological development of new ener-

gies and energy storage. It also focuses on usage,
notably insulation in bulldings and batteries for -
electricaliy- powered transportation.

" What makes EOF unique is the way it uses its R&D

to build Internal expertise, boosting performance
and to facilitate dialogue with third parties. R&D is
right at the heart of the business with the Division's
dlrectors participating in the Management Com-

" mittees. It plays a significant role in attracting and

txinging on talented young engineers who stay, on
average, for a little over five years before transfer-
ring to other areas of the Group. Diversity is a strong
point: in 2005, the proportion of non-French nation-
als reached 20% of new recruits.

Delivering results

EDF R&D is running 240 projects and 850 studies
for the operational divisions and Group companies
and conducts forward-thinking studies to prepare .

internal-expertise

Supporfing the Group's

performance
EDF dedicates 0.8% of its sales to R&D, which it
intends to develop into a Group-wide facility. Toward

.. this end, it is bolstering partnerships with universi-

tles and R&D cooperation notably with EDF Energy.

‘Edison and ENBW. In Germany, the joint institute

with the University of Karisruhe and the European
Institute for Energy Research focuses on technolo-
gies for generating clean energy and sustainable
urban development.

Ay

D r Uits
22 non-French natronals 2"@

mostly from e‘European o

for the future. Results are being achieved in all the

areas defined in the 14 Challenges (14 Defis)

_launched by the R&D division in 2003 in the field

of sustatnable development.
Several software packages developed 1o opumize
generauon are being used by the companies in the

_Group. Experiments with robots have been con-

ducted to reduce time spent working o the core of

" nuclear power plants, increasing their availability

while reducing exposure for personnel. The opti-
mization of maintenance through increased refla-

_bllity, developed from aeronaltics techniques adapted

to nuclear, was transferred in 2005 to EnXco. the
Group's wind power company in the United States.

Outlook

EDFs R&D will continue, in 2006, to develop syner-
gies with the Group's ather activities and national
and international partnerships and to build cogper-
stion with other European electricity players.

The Division ptans to set up two taboratories to host

" more shared programs with leading industrial com-

panies and universities: a "market lab”, a physical and
software platform for the more rapid development
and testing of new optimization models for the -
Group's generation units and an international cen- |

- ter onthe ageing of materials. EDF R&D already has
. @ world-renowned team in this area. Beyond 2006,

erergy saving Initiatives will be continued with the

operational divisions.




Above: The Circé project regroups all initiatives aiming Lo
: " hetter understand and avoid corrasion and fouling in nuclear
" - reactors’ secondary cooling systems, This will allow both
- savings on costly chemical cleaning procedures and improved
readtor performance, Left and below: In the labs of the
project: “Electric vehicle equipped with tead acid batteries
recharged by solar panels",

E

F R&D on th

Ty
S
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and compare the comfort provided by different
types of electric heating.

.
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Cooperation: a-dense- network - - - —The Group can count on its strong assets in France: . N

EDF R&D cooperates with the most advanced

institutes and universities In the world and is bulldmg,.._irand a marketshare of 84.8% of eligible customers, __

an increasingly international network of laboratory
partners based on the cooperation by Group
companies with the universities and technical cen-
ters in thelr home countries.

Two partners are particularly important: the French-

Atomic Energy Commission (Commissariat 3 ' Energie

Atomique - CEA), with which EDF and Framatome -

have a tripartite agreement, and the Electric Power
Research Institute (EPRI), the American “utilities”

research federation, of which EDF is the leading non-
US partrier, with shared programs, particularyinthe

agelng of materials and intelligent networks.

The challenge
of market openmg
in 2007 |

EDF / Annual Report 2005

a competmve generation fleet, the strength of its

Miamsiiiae
I IR N

the high satisfaction level amongst customers, ahigh !
teve} of professionalism and motivation in itsteams,
its response wnl be even more effective in that itwill - .

"come from a uuly European Group, able to deliver

concrete and innovative solutions, bolstered by the
extensive experlence already acquired in the UK,
German and ftalian markets. Increased synergies
srmldpmwdeoompeﬂuve tried-and-tested product

packages, comblning electricity, gas and-services. —— e
The cllstributlpn tompanies Demasz in Hungary and ' .
SSE in Siovakia will also be involved. This challenge
will dorminate 2006. : :

S Y S L Sane o enosEes st SRS, e

A Group-wnde challenge

The opening of the European market, in July 2007,

is 8 Group-wide challenge. In France, where the
- market is still regulated for residentlal customers, it

is considerable: nearly 25 million customers and

28 million sites. it involves all areas of the company,

particularly its sales, marketing and distribution tears,
its IT personnel, managers and human resources.

A Sales and marketing

E Environmental networks

" Engergy management

H Cross-divisional and corporate*

*Projects refau‘ng to information technologles
and to cross-divisonal issues affecting the
EDF Group s a whole.

~]
4

EDF SA Ill&D BUDGET** (IN € MILLIONS)

3 Generation (ofj which nuclear generation §5%) -

*including mdur:ed costs (e g.iT ana' teIecommunIcations)
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A key to the Croup's ingustrial project’s full success, the promotion
of skills and background diversity is a top priority for Human
Resource Executive Management. )

EDF Meciatheque - Philppe BRALKT (top) / EDF Mediathique - Xien DANIEL feft} / EDF Mediathéque - Stephane REMAEL {ikidie right} / EDF Meckathique - Cécll MATHIEU @ottorm right)
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The management of human resources went smoothly dunng

the complete transformation undergone by EDF After the resolution
of the pension issue and the move to limited company status in 2004,
“the opening of the capital in 2005 and the employee share offer was
a resounding success. EDF has started to address the fresh challenge

-represented-by-the-large number-of-employees-fetiring-in-coming:years:—=- —

‘Organization and
- change management

In France and at executive

.management level

The management of human resources, which had
been common to both EDF and Gaz de France, has
been reorganized to take into account the specific
needs of the two groups. Both now have their
own dedicated expertise in areas such as skills
mobility, professional training policy. remuneration
and cultural diversity. Certaln shared areas of
expertise, such as health and safety. are still pro-
vided by a joint entity. This new organization is
responsible for the Group's HR.

To support the comparty's development, efforts were
particularly focused on management, with change
management training over a dedicated intranet site,

an updated management reference framework by

project and the launch of the continuous progress
initiative, Progrés Continu. The updating of the

“Group's management reference framework and its

intranet distribution has mostly been accomplished.
Via the Group's Corporate University, executives have
been able to work on new issues, such as the

' Implementamn of the strategic development plan

the management of a quoted company or the:
culture specnflc to finance. All the executives,

part!clpated in these sessions. Work on identlfying- -
and ranslng the professional standards of tatented,

people within the business was continued and!
intensified |A leadership development program has’
been establlshed to give them career development

opportunlt.ies and the business to grow the skills
and profi iles needed |n the senior executives of '
. the ﬁ.n.urej ! : .

In the Group ] compames

The development of the management cufture is one
of the maln human resource policies to be shared
across the Group Thus, EnBW has implemented its
Change program to support managers in change
management Edlson’s management has been
completety reorganized, following the development
inits major shareholdings.

Inadd |t|on EDF Energy celebrated the first anpiver-
saryof ” e-]faclor its cultural change program. Itis
conducting a long-term “empowerment” Initiative
withlts teams in order to build their enue;reneunal
spirit and thelr abllity to act independently to real-
ize their uwn potentiai and that of the company‘s

" performance.

“EDF-has-quietly=——————
‘undergone a complete
transformation.
A commitment

to consultation and
respect for social
partners was crucial .
‘in managing this
change.”
Yann Laroche

Boosting performance

At EDF Energy, a business
unit of 600 employees
found 180 areas of
potential performance
improvements, of which
more than half were
implemented in 2005,
resulting in a gain of close’
to €37 miltion.
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in order to mirror the

society and customers
it serves, EDF Energy Is

developing the diversity
and social mix of its
recruitment. Two women
are members of the senior

executive team.

dialogue

An ennched somal -

In France

The social dialogue was intense throughouttheyear
resulting in three branch agreements and nine
Company agreements.

The training section of the French law of May 4,
2004 gave rise to @ unanimous branch agreement,

‘covering the ways to capitalize on training over the

course of an employee's career, It will make a sig-
nificant cortribution to the policy on employment and
to skills management, while rewarding employees
for inttiative, In the form of a training credit. This
branch agreement was adopted within the company

- in the agreement covering "Career-long training”

signed on February 24 by five union federations.

At company level, the 2005 pay agreement, the
2005-2007 profit-sharing agreement, the-agree-
ment on the consultation procedures relating to the

_reorganization of EDF and Gaz de France, as well as

Throughout the Group

2005 was also marked by the adoption of the™
. Corporate Social Responsibility agreement, signed

in January by the Chairman of EDF, employee rep-——"

‘resentatives from the eleven countries where the
.company has a significant presence and the four

."international union organizations for the electricity

sector. This agreement defines the Group's com- -

mitments and those of its employees in matters of
social responsibility and provides for the establish-
ment of a worldwide forum for social dialogue. It
is intended to motivate employees around initia-
tives to improve the framework of their everyday
life and that of the compary and will help to build
the Group’s identity around shared values and to
_ enrich the social dialogue.
These commitments and guidellnes must be applnec!

in each country. adapted to local specifics. The

dialogue with employee representatives has already
resulted In initiatives in several of the Group’s
companies. The drawing up of a range of common
indicators Is underway. The withdrawal from Edenor

. an annual agreement on incorporating pecple with

disabilities into the workforce ahead of a new three-

career-progression for employees with a union or
employee representation mandate testifies to the
importance the company attaches to dealing with
quality spokespeople.

" The agreement on professional equality between
. men and women was implemented in 2005, notably
© with a number of individual salary increases and

EDF SA sTarF 2005

27,220 .

was concluded, as expected with a salary increase
for women.

Total: 108,557

E Operatives H Supervisory staff-
B Mznagesial . )

% or EDF SA STAFF HAVING BENEFITED FROM TRAINING

B

adoption of the & CSR agreement by the purd'laser

went smoothly. the disposal agreement irx indudingthe "

Half the members of the European Works Council

- year-process were aft concluded.The agreement on -« were new appointees compared with 2001, foliow-

ing a new agreement, with more female members.
This Council was ivoived in preparing the CSR agree-
ment and congucted a nurmber of in-depth studies,

. -to which the Chief Executive and Executive

Committee members contributed, into the results,
the support for industrial restructuring, the Group's

mahility policy and strategy. A highly mature dia-’

logue, benefiting everyone. .

The Group's HR division multiplied and develcped
the exchanges between the companies’ HR managers
to build a genuinety Group-wide HR resource and

help in buitding the Group through its management.

EDF GROUP STAFF 2005
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The Corporate Social - ;
Responsibility Agreement
was signed in January 2005,
and aims to support the
setting up of a worldwide’
social dialogue body. .
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,Er'nploymeht,_ski'lls,
-mobility: forward- -
thinking management

‘In France :
The {arge number of retirement departures in the

yearsto come represents ar opportunity to fine-tune
the number of employees but also a challenge in
terms of skills renewal. This renewal and the
development of internal mobility thus represented
a priority area in 2005: an Employment Division was
created, with strengtheried regional representation
to manage empioyee mobility. Through its defiber-
ate strategy of redeployment, the company promotes

In 2015, ED¥ devoted 6.9%
of its wage hill to training
in ordes to constantly
promote constiuctive
career developrnent.

internal mobility from mature to new and érowing :
business areas: nuciear supervision and maintenance,
technical jobs in electricity networks, customer irter-
face and on-line sales, customer technical suppon
More than 2,000 employees were atso recruited in
these areas in 2005. The redeployment strategy will

" be fully operational in 2006. -

In Germany I

To prepare for the seamiless renewal of i its skllls given
the specificities of the German employment market,
EnBW is building on its image as an attractive
employer. The company was named ™ Top employer *
in a poll published by Karrere magazine and also
has a proactive policy on maintaining skills having,

* for the first time in three years, engaged intargeted

recrun:ment. particularty for nudear ¢




Pay policy and social
protection in France

Remuneration and profit sharing
In France, the remuneration policy has seen a
- significant advance in the recognition of individual
performance. In parailel a national branch agree-
ment fixed general salary increases at 1.8% for 2005,
~ In 2005, EDF employees received a profit share, in
respect of 2004, averaging €983 (€938 for 2003).
This profit share included a local share, linked to unit
resufts, an EDF parent company share and a share in
Group profitability. A new three-year profit sharing -
agreemnent was concluded in 2005.

Pension and health benef’ t
reform .

" InFrance, the first meeting of the Board of Directors
of the new pension and benefit management body
for the electricity and gas industries (Caisse

~-Nationale de retraite des IEG' - CNIEG} was held on—- 2006 and the years beyond should see an mcreased
lanuary 31, 2005. Its establishrrent brings toanend

" the process of reform in the speclal pension scheme
for electricity and gas industry employees. Now
aligned with the French national social security sys-
* tem, the pension contribustion rate for electricity and
gas sector employees has risen from 7.85% 10 12%
of salary, the impact being offset by an exceptional
monthly allowance.
The agreement on the complementary healthcare
benefit scheme could not be implemented, as three
unions exercised their veto rights. The government
. hastaken the necessary action to cover the financ-
ing of the complementary healthcare benefit
scheme and ongoing reimbursements and to avoid
branch companies having to make significant bal-
ance sheet provisions. EDF Energy. which has
absorbed several companies in recent years, has
undertaken to harmonize its pensiory scheme, The
same appiies to Edison.

Employee shareholders:
a resounding success
across the Group

Within the framework of the opening of EDF SAS
" capita!, 15% of the shares coming 1o market were
reserved for current and former employees of EDFs

1. industries Electriques et Gazidres.

parent company and companies majority held by EOF.
A special mformatlon campaign was used to keep .
themin touch coondinators to organize information
meetingsin each entity, Rformation over the intranet. |
The operatlon was a resounding success: the 15%
wasoversubsmbed and 75% of EDF parert comparty -
employees beeame shareholders, as well as 57% of !
thase won_ung in the services common to both EDF
and Gaz de France {who had already benefited from
the Gazde Franoe offer), testifying to their confidence -
inthe company‘s future.

Outside France special schemes were offered to
employees of companies majority controlled by EDF.
Heretpothe operation proved to be a huge success,
with 50% lof employees of the companies in the
United Kingdom, Hungary and Poland becoming EDF -
shareholders.,

Outlook
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Health and safety
" The health and safety pom:y
depioyed in France in 2005

~ aims to reduce th@ rate of

accidents to below five, This
objective has been reached.

level of skms redeptoyment in France. Indlspensab!e
to the sucuess of our strategic development plan,
the management of human resources will focus on
promotJng skilis dlvers:ty and the coexistence of the
different proﬂes found in the recruitment process.
Inthe period between 2005 and 2007, 9,000 EDF
employees will retire. The average replacement rate
for departures will not exceed one third, according

to the buslness In 2006 and 2007, EDF thus plans .

to recrult nearly one thousand peopie per year. The

" agreed Internal mobility program will be delivered

in 2006 and the new scheme to promote career-
long r.ralnlng implemented.

The deployment of the Corporate Social Responsi-
bility agreement in Group companies will be accel-
erated and a first review conducted at the beglnning
of 2006. |

Arrangements for ernployee shareholders, a new
reality wrthln the EDF Group, will be bolstered in

2006, with the election of members of the Supervi-

sory Board far the share funds and the emergence
of employee shareholder associations,

The HR policy for the next decade will focus on

improvin§ productivity, skills management and
optimlzat.lion retaining talented personnel, devel.
oping professlonal career paths and ensuring the
monitorlngof individual careers. This will be supported
by the development of an up-to-date, professional
HR division bringing new talent and driving momen-
tum across the whole of the Group
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Solidly positioned
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. commodlty|

" Asin the rest of Europe, forward
electn_aty prices increased sharply
in France in 2005. Baseload

. purchase prlces soared from

€33, BIMWh at the start of

January to €57 6/MWh at the end

of December "

" European generatlon capacityis

being affected by rising fossil fuel
prices, and demand for power
continues to  grow: between 1990
and 2003, demand increased by -
1.9%' annually in the 25-member
EU, while generatlon capacity
remained nearly unchanged.

As aresult, there is little room left .

" for maneuver Moreover in 2005,

market tensuons were aggravated -

by weather (I:ondmons
Competitive generation
capacity and prices

EDF’s powerl is generated pnmartly

. by nuclear and hydro plants,

mlnlmlzmg Il',S EXPOSUFE

- 10 fossil fuels and limiting CO,

emissions compared with the .
European average In 2005, EDF
guaranteed unmterrupted supply -

Energy: a rare and expensive - - {OHSC CUstomars and contrbuted —

1. Source: Enerdata.

e A e, b T A -

to European supply security. )
The Group-is modernizingits =~ . _ .

 fossil-fired power plants and-
- beginning to replace its nuclear

installed capacity, thanks in
partlcular to the EPR pmJect

in Flamanville.

Against this backdrop,

EDF, delivered on'its service
commitment by responding to its
customers’ foremost concern, i.e.
keeping their electricity bills down.,
The Group’s commercial policy -

-focuses on solutions that take this

concern into account and on
leveraging the potential of its
customer portfolio. Its teams are
working hard to groom the Group
for total market opening in.

July 2007 in France.

. . Clearly organized

regulated activities

- EDF continued to organize its

regulated activities in accordance
with the laws of 2000 and 2004
and the framework act of 2005,
in order to provide users of
networks and island power
systems with easy, non-
discriminatory access.
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“We intend to create value for our customers.
- The aim of our new commercial offersis to
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help them keep their electricity bills down.
We are heartened in our efforts by their
enthusiastic response to these solutions
and their confidence in us.”

Jean-Pierre Benqué

7

Inan expenswe energy enwronment EDF is posmonmg |tself as a bona fide partner for its

custorners by developlng value added services and broadening its range of energy services.
The authorization to sell natural gas, granted at the end of 2004 and extended in 2005, allows EDF
to expand in this market. Encouraged by highly positive feedback on natural gas sales to its largest
customers in the first half of 21005 EDF has extended this service to all eligible customers.

o

" in 2005, EDF won contracts for13, 000 gas sites with total annual consumption of almost 7 TWh.

This value growth strategy is further driven by excellent cooperation between the Group's upstream
and downstream operations. Orchestrated by the DOATT (Upstream-Downstream Optlmlzatlon

~ and Trading Division), this collaboration is. beglnnlng to create value, allowing EDF, among other -
- things, to antlc:pate prlce ﬂuctuatnons and so to develop even more competitive offers

1
i
0




Business market

Helping large corporations

to remain competitive despite
rising prices

The Business Customer Division markets electricity,
natural gas and related services to 270,000 large
customers, large corporations, SMEs and SMis, local
authorities and local distribution companies (LOC).
Energy prices are rising throughout Europe: in France
and Germany, wholesale electricity prices rose from
€20/MWh in 2000 to more than €50/MWh' at the
end of 2005.

In 2005, etectro-intensive industrial users drew the
attention of the French authorities to the difficulties
created by this rend, and ECF participated actively
in the government-organized dialogue between pro-
ducers and large consumers. As a result of these
talks, the government decided to grant industrial
users special tax treatment In order to guarantee
competitive electricity prices for the next 15 to
20 years, provided that they meet very specific cri-
teria. This decision was taid down officially in the
Supplernentary Financial Bili for 2005.

1. Annual baseload year ahead: delivery of steady supply
throughout following calendar year.

EDF Médiathaque - Jartmme GALLANDVGetry imoges

Tracking customer needs

With energy as expensive as it is, EDF is offering its
customers innovative solutions and tools to keep a
rein on their energy consumption and remaln effi-
cient and competitive. it offers every business
customer electricity and natural gas solutions tailored
to their requirements. EDF's popular contrats de
progrés help customers lower energy consumption
at plants and utilities with diagnoses and upgrade
recommendations. The Carbone Optimia® service
helps companies with a stake in the Kyoto Protocol
to manage their CO, allocations, in some cases by
maarketing surplus allowances. Close collaboration
between EDFs upstream and downstream businesses

enables large customers to select complementary

products geared to their risk policies and toturnthe
volatility of the power market to their advantage.
These offers enrich the range of contractual solutions
aimed at locking in electricity prices over the long
term.

EDF is the right partner for major Eurppean customers
wanting to build a long term energy strateqy. The
Group Is also coinvesting in power generation
equipment for its customers’ industrial sites in the
countries where it is established.

-
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Patrice Decaix, SAFRAN group,
Deputy Industrial Director of
the Gennevilliess factory
{construttion of parts for
reactor turbines and fan
blades): "We have chosen to
continue working with £DF
first and foremost becsuse

energy supply security is very

important to the group. in
fact, the first agreements
between Snecma, Messler
Bugattl and EDF date back
to 1999, when the market
openad bn France. We hava
signed a “Progress” contract
with EDF, which has allowed
us to reduce our energy
corsumption. Beyond this,
EDF R&D brings lts know-how
1O OUr company on issuss
relating 10 our core business,

" We also particularly

appraciate the simpla
procedures EDF offers, &s we
have one single interface for
our maln sites, for both gas
and electricity. 5o it really
ts & win-win deal.”

/




 Energy savings |

In keeping with its fong-
standing energy savings
strateqy, EDF is sat to
faunch new products and
services to improve home
insulation and promote
the most innovative

' technical sotutions.
Scheduled to start i 2006,
" this program reflects the

Energy Guidance Biil

~of July 13, 2005, which

At the same time, EDF is marketing competitively
_priced natural gas with the help of spedallzed local
sales teams.

For instance, for its Gennevilllers site, the SAFRAN .

_Group (resulting form the Snecma and SAGEM
" merger) entered into a three-year natural gas con-

tract indexed to the Brent price. In addition, SAFRAN
signed " progress ™ contract for all energies which is
ylelding very good results. The company is also
involved in projects with £DFs R&D.

Slmplvfymg energy for SMEs
and SMis

EDF shares the commitmert of local authorities to

sustainable development. This is reflected in the
diagnosis, decision-making and local project assess-

ment tools developed by the Group’s R&D teams in.
. partnership with local authorities, such as Bitan CO,,

Silene, and sustainable neighborhoods.

The natural partner of local authorlities, .EDF
participates regularly in think tanks and country and
town planning projects invotving local energy poli-
cles, such as plans for energy savings and renewable
energy solutions. EDF provides such authorities with
comprehensive support underpinned by the Group's
expertise, products and services (energy efficiency,

makes energy efficiency EDF has delivered a number of solutions to help SMEs  renewables, HQE Innovative sustainable buildings.
- 8 priority. and SMIs simplify their energy management and  urban transit, waste treatment, Powerline Com-
reduce consumption: single billing for businesses  munications ~ PLC -, solidarity policy, etc.).
with several sites, online monitoring and manage- S
ment tools included in the PBInorama® and Adviso® .
tions and et e Cptmim sy PTOfESSIONAN CUStOMETS
aimed at optimizing energy consumption. More than
70,000 of these solutions were sold in 2005, and COI’]SU mers ’
Heartened by highly pasitive feedback from initial
— sales of natural gas ta its largest customers in the o
a T " first half of 2005, EDF extended this service to all . EDF, Proe: building the brands
 businessesand local authorities in September 2005 reputation
" The Business Customers Dh.rision hasalsoexpanded - The professional market has been deregulated
the range of services mposed tobuildingmanagers  since July 2004, EOF first objective for 2005 wasto
with many sites, in particular by developing a sim-  expand the market for its new range of services.
plified cost-effictent contract which provides forone  Launched under the EDF Aro® brand, these services
energy account manager and one invoice for allsites . are primarily designed to simplify the lives of cus-
* or groups of sites, as well as a range of online con- tomners and to give them better means to control
sumption tracking services, energy spending.
' With EDF Pro® Energies, EDF atso offers an elecuic
Assisting local authorltles in the ity and natural gas package combining simplicity,
long-term - expertise, freedom and quallty. The kWh Equilibre®
EDF's expertise helps local authorities improve the  contract, which guarantees electricity generated with”
energy efficiency of their facilities. Its services - ' renewable energy. was added to the new offers
incluge on-line Optimia® to DiGlege® diagnoses | included in the EDF Pro® range. -
used to track power consumption and billing, as weill ' )
as a comprehensive range of services to save on
energy costs and improve comfort levels at sites.
EDF R&D on the move
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Jean Labrousse, Head of Management Control and Purchasmg at '{ransmumagne {left} and
. Iean-(:hristophe Roitand, his EDF interface. Particularly for the ski lifts of the Chamrousse ski
.. -resort, the Transmontagne group has opted for the kWh Equilibre + solution. for every kKWh
g 'purchased through this contract, EDF commits to injecting one kWh generated from renewablg ©
" energy sources onto the grid. In addition, EDF pays out a portion of the amount received from
the customer to support the Cisel research project, which seeks ways to reduce the cost of
generatlon from solar cells and develup solar energy

'ELECTRICITY SUPPLY PRICE INDEX (souacs: EurosTar)

RES!DENTIALS}UPPLY: 3.5ookw.havearolw 1,300 off peak : ' . INDUSTRIAL SUPPLY: 100 kW x 1,600 hours (light industry)
.. [Prices, excludingvmsonstam:u_rrer}_cy.]uly 1,2005 ;—base 100 = France} : L (P_rices. excluding VAT constant currency, july 1, 2005 - base 100 = france)
" United _K.ing.dom ; . s ‘, . | sweden (RS AT
B .;‘Spain Ff BB _ S :' .. -Denmark
“France ; ST HGEE ) R France
) ‘_‘;KBellgiurn 7 PR : o © Spain
L Gefmany S R e D . .United Kingdom
'_ Némerlands ; . Belgium
T laty § 5 S B : ... .- Wetherlands
7 Denmark © haly @

- Germany (NN R IR Ut

) Ass1sta nce: repairs within two hours |
: Already m?rketed by Electnclte de Strasbourg, this pald for service ensures rapld

and effective resumption of power inthe event of breakdowns in electrical installations.

N The service was launched intwo urban centers in central and western Franue inthespring
“of 2005 and w:ll be expanded to the en'ure country in 2006.
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Gesteco®

- environmentai

protection package

.EDE has tested thesale .

of a Gesteco® consumer
package festuring two
low-wattage bulbs,

one circuit breaker,”

a consumption indicator’
for electrival appliances,
a booklet with tips and
discount vouchers for the
purchase of class A+ and
A++ refrigerators and
freezers. This package
helps protect the
envirgnment by cutting
CO, emissions by 24 kg

a year; it also saves up to
€200 on electricity bills
over.five years.

The residential market' preparing
for market opening .

in the run-up to the opening of the msndenual market
in 2007, EDF is reorganizing its teams and boosting
its sales and marketing strategy.

- The Group is preparing to unbundle its distribution

and sales functions by ensuring each activity s optimal
consistency and efficiency in meeting customer needs
and complying with applicable laws and regulations.

Delivering a wide range of
‘services for residential customers
- EDF has designied its residential customer services
with two objectives in mind.

Its suppiy services aim to ensure simplicity and securty.
They offer an excellent balance between cost and

convenience, and promote control of consumption. -

Special attention is paid to iow-income customers
‘with solutions that include financial assistance,
minimum supply guarantees and basic necessity
rates. The Conseil Confort Vivrélec® package com-
bines comfort with consumption control by means
of personal advice on the use of electrical appliances.

e

simplicity, options and assistance with specific projects.
EDF has notably developed special services for the
2.7 million customers who move every year, featuring

- rapid answers and advice geared to their needs (advice

given in more than 180,000 cases with Confort
Vivréfec®). Another service is the Assurelec Insurance
policy. which covers electricity bills in the case of
unemployment, disability or death. -

" Allservices hinge on keeplng consumption in check.
- The Vivrélec® habitat neuf and Vivrélec® Rénova-

tion packages include advice and services as well as
financing options. In 2005, almost 170,000 rena-
vation advisory services were provided and profes-
sionals working under the Vivrdlec® Rénovation label
handled nearty 50,000 of the roughtly 68,000 homes
renovated last year. In all, 27,000 renovation loans
were applied for and more than 18,000 were granted.

" EDFS “key moments” services are G gnedtoenwi'e- -~
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A new'consumer ser\nce Vnrrelec®
* (Vlvreiec Works Objectives)

th conJuncuon with the sales team for the Rhdne-Alpes-Auvergne region,
_EDF has lI)een running the Objectifs Travaux (Works Objectives) paid-for
‘service sulnoe 2005. Consumers planning to overhaul their electric heating
systems can call on specialized EDF consultants to assist them at all stages

of the préjcct. This service will be extended to the rest of France in 2006.

In order to contribute to decreasing greenhouse gas
emissions angd tackle the issue of energy resource
management, EDF helps residential customers to optimize
energy consumption in the home, It ¢an even advise them

momentum, with more than 218,000 consultations under
Vivrelee® contracts in 2005.

.

on management tools enabling them to better manitor their
engrgy consumption. Online advisory services are gathering

/
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Control room in the Villerest
hydro facility, one of the Loire-
Ardeche region hydro facilities.

"The changing energy environment confirms the relevance
of EDF’s strategy to rely on diversified energy sources,

and particularly nuclear and hydro power, which are not
affected by the cost of fossil fuels and CO, emissions. The

competitiveness of EDF’s power plant facilities makes it a key

power generation player in the post-oil era."” Bernard Dupraz
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EDF's power plants in France (excluding Corsica and overseas departmentls) responded to growing
domestic demand and supplied the European|wholesale market by generating 488.1 TWh in -
2005. The only délicate situations arose.from’ the exceptional cold wave in March and a persistent
drought that kept hydropower generation 25% below the average. This shortfali was offset by
increased recourse to nuclear and fossil-fired power During the cold wave, basic power -
generatlon was complemented by the full generatron capacity of fossil-fired power plants, an
T adjustment of nuclear shutdown’ plannmg and asmall* number ofcalls'on the European wholesale

market

- Nuclear energy:
- powering France’s
strong generation base

Safety and radioprotection:
consolidating progress

Safety remains the absolute priority for operating
the 58 reactors of EDF's nuclear power plants in
France. In 2005, the Group consalidated the progress
made in recent years. The rate of ranked events for
safety significance (ESS) dropped to a historic low of
0.76 per reactor per year. Three ESS events occurred
‘during the year: a generic event ranked 2 on the

international scale published by INES' (which has

seven levels}, resutting from a design glitch in the
pumps of the 900 MW power plants, water seep-
age in the electric boxes at the Nogent power plant
and a fire in a supply transformer at the Blayais plant.
More proof of progress came from the 20% drop In
automatic reactor shutdowns since 2002, down to
0.93 per reactor per year for 7,000 cperating hours.
The Group's efforts to maximize radioprotection are

producing results. As in 2004, no EDF operator or serv-

ice provider received a dose in excess of 18 miiiSievert
(uSv) over 12 months and onty 15 people reoorded

adoseof16to 18 uSv2, down from 34 in 2004. Col-
lective’ dosimetry came to 0.78 h.5v per generating :
unit, wmch] was in line with the Group's target and :
marked-a signiﬁcant improvement over 2004
(0.8 h.5v) srnoe the quantity of exposed work was:
more than 5% higher than in 20035.

Service‘pr‘oviders: taking concrete !
action

EDF continuesto implement the measures st1pu1ated '
inthe ngress and Sustainable Development Char-.
ter. The CIESCT" committees, organized at every site
to impnove ‘work conditions for service providers, dld
an emelmjob Radioprotection and traditional safety
results oonﬂrrned the relevance of this forum, which
complements the work of the CHSCT* Committee.
The Radnopmtecnon and Operations Memorandum
(Mémentodela Radioprotection en Exploitation) pub-

© lished at the end of 2004 was sent to all stakehold-

|
ers. Moreover an evaluation manual currently in
preparauon wIII allow all to test their knowledge. |

1. international Nudlear Event Scale

2. The regulatory limit is 20 uSv over 12 months. .
3. inter-Company Committee for Safety and Working :
Conditions {Commission Inter-Entreqrisa sur la Securiteé et les.
Conditions de Travail - CESCT).

4, Health, Safeiyand Working Conditions Committee.

The French power

generation record was
. beaten at 7:03 pm on

January 26, when

" delivered power reached

79,400 MW

Preventive measures
Pursuant to the
prevention and protection
policy for emissions of

. radipactive iodine into

the atmosphere, EDF and
public authorities again

" distributed free iodine

tablets to people living
near power plants as
part of ongoing safety
campaigns. -




Safety

- r -=——-—The second series of -

ten-year inspections of

e 1,300 MW .power.plants —-.

has started in Paluel,
and the third series

of ten-year inspections
of 900 MW power plants
is in preparation. These

inspections focus on the

steady improvement
© of operational safety.
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Increasing availability

- The nuclear power plants generated 429.2 TWh,

or 0.7% more than in 2004. Availability came to
83.4%6, after 82.8% in 2004. This was better than
the 83.19% target and is up for the sixth year in 8

* row thanks to a decrease in unplanned outages arid

tighter control of shutdown times for maintenance
and refueling. Over three  years, avefage downtime
has been decreased by more than six days and safety
indicators have steadily improved.

By way of illustration, Cruas needed fewer than
25 days to refuel untt 4 for the first time. The shut-

‘down time of the 900 MW reactors (Tricastin 4,

Dampierre 3 and Cruas 2) and the 1300 MW reac-
tors (St Alban 1 and Flamarwilie 2) improved as well.
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EXPOSED TO OVER 20 LSV/YEAR

sloning operations - were sent to the Andra storage

Keeping waste to a minimum
Liquid and gaseous radioactive waste (excluding
tritlum, which is directly proportional to generation)

- generally amount to less than 10% of the regula-

tony limit.

Radioactive waste: ensuring
responsible management

"EDF is taking full responsibility for managing the

waste resulting from its operations, fuel usage and
decommissioning, working to lower volumes at
source, and taking advantage of recycling and .
durable packaging solutions. It generates 360 m?
of long-lived radioactive nuclear.waste per year
after packaging. It Is safely stored at the Cogema
La Hague site, pending the decision to be taken by
Parliament In 2006 with regard to long-term stos-
age. The.volume of low and intermediate level

-short-lived radioactive waste amounted in 2005 to

8,303 m?, and was shipped to the Andra® waste

' management agency storage site near Soulaines.

A further 8,429 tonnes of waste with very low level
activity - including 5,700 torines from decommis-

center in Mon.rllllel'sz

Sharing best practices with
nuclear operators worldwide

* Always on the lookout for ways to improve quality,

EDF is pursuing its international exchanges, partic-
ularty with WANO?3, whose experts participated for

the first time in 8 comprehensive safety assessment -
- conducted by EOF's Nuclear inspection team In Civaux,

The Golfech, Paluel and Fessenhelm power plants

were also subjected to peer reviews, and EDFs teams

took part in forelgn reviews. The IAEA* completed .
an OSARTS review of the Blayais plant while EDF’
participated in OSART reviews In other countries.

1. ANDRA; National Agency for the management of
radicactive waste.

2. For additional information, seeEDF Sustainable
Development Report. pages 36-39.

3. WANO: Workd Assodation of Nudear Operators.

4. LAEA: international Atomnic Energy Agerxy.

5. OSART: Operavonal Safety Assessment Review Team.




Provusmns for removmg and storlng nuclear waste

The gross amount and timetable of the radioactive waste storage budget are based on
an mdusmal scenario reflecting the findings of a joint working group of public authorities
) and waste prnducers {EDF, Areva and CEA), published in the first half of 2005 EDF has
. used this data also takmg into account international statistics.

- Setting asnde more assets :
% In September 2005, the Group decided to enlarge the sphere of assets set aside to cover
‘nuclear oomn'nt.ments and to speed up the pace at which these dedicated assets arc created,
" to make sure they reach the relevant provisioning |euel by the end of 2010

" Provisions at end-2005 amOunted to €3,894 million.

__Uramum supply focusmg on long term secunty

The market pnce of uranium has nearly doubled since 2003, but this increase has never-

o :theiess had little 4mpact on generation costs. First, most current contracts were sngned

* before pnces began tarise and are harely exposed to the hike. Secondly, natural uranium
‘accounts fon: less than 5% of the cost of generatmg one kKWhof nuclear power. In addition,
in 2005, EDF covered its long-term uranium needs on compemwe terms hy diversifying
the sourcesland geogra phtc or:glns ofits supply

Maintenance conducted on an
alternator during a unit outage in
the Civaux nuclear plant.

£0F Mediatheque - Mictot] 2UMSTERN




Pied-de-Borne hydro facility,
one of the Loirc-Ardéche
reglon hydro facilities.

Hydroelectric safety: more prevention

Improvements in safety practices and policies are steadily reducing the seriousness of incidents. Only four cvents of safety
significance ranking level 3 or higher on a scale of six were reported in 2005. Prevention measures for the public and internal
initiatives to upgrade safety conditions downstream from dams continued to reduce the number of incidents despite the occur-
rence of four actidentsinvolving people in 2005 (compared with nine in 2004).




wHydropower e
~fine-tuning our-

management

- Making the most of resources

despite a persistent drought
Under the combined effects of low rainfall, a per-

sistent drought and high demand during the cold

wave. the dam lakes in mainiand france recorded
their lowest water levels in ten years. The significant
shortage of avallable water {more than 25%, after

" 149 in 2004) reduced hydro generation by 6.4 TWh, -

from 43.9 TWh in 2004 to 37.5 TWh. The overall
availabllity rate came to 92% and demand response

' 1099.29, beatingthe 99% target. In Janary, facilty
_usage hit a new record with 10,681 operating cycles.

To continue supplying safe and environmentally-
friendly electricity during the summer drought, EDF
implemented its Extreme Weather Plan for all ydro
generation units as well as its fossil-fired and nuclear

__power plants along rivers. The most important

measures related to the prudent management of
dam Iakes and the use of monitoring.and warning

. systems to anticipate declining river flow rates.
EDF also stepped up coordination with public:

authorities, loca! elected officials and water users to

. optimize management of the most sensitive basins,

like those along the Durance, Verdon, Rhone, Tam
and Loire rivers, and attended the Drought
Committee meetings organized by public authorities.
The Group also scheduled maintenance shutdowns

-of nuclear power plants so as to improve the

avaltabillty of installations cooled by sea water.

Tappmg fully into

the hydro potential

EDF endeavors to make the most of France’s hydro
potential - already mostly used — by modernizing its
plants, as It is doing at the Gavet facillty in the Isére

" region, where six old units on the Romanche river,

will be replaced with a single power plant (92 MW
with an output of 560 GWh p.a., i.e. 80 GWnhmore
than the existing installations) in 201 3. The new run-
of-theé-river plart will also benefit from the water
released by the Grand'Malson and Saint-Guillerme:
dams for peak requirements.

£DF is also working on three projects to bulld tur-

. bines for dam releases, scheduted to be completed

by 2007, and s investing in island power systems,

Deregulation of hydroelectric
concessnons '

__ EDF intends ! m o keep the confidence of concession

‘e

EDHAnnuélReport200 HEHTE

authorities a anp thus preserve its hydro generation
potential. Four concessions - Saillant-Biard-Pouch

onthevezEreRtver(Ia MW), Fayet onthe Bon Nant .

River {23 MW} Mgtz on the Fier River (34 MW} and
Mescla-Plan op the Var River (8 MW) - as well asone
authorization (Confolent on the Creuse, 2 MW) were
renewed |n2005 Invitations to tendes for the renewal
of hydro concesslons in 2006 were also launched
during the year N

. Nuclear :

B rydropower ofw 370 MW in Corsica and
overseas departmems .

H Fossil- ﬂred 0/w 1,400 MW In Corsica and
overseas departments

| )
Total Install_ed capacity in GW: 9B.8

EDF SA: GENERATION BY AREA -
France, CORSICA AND OVERSEAS
oePARTMENTS (TWh IN 2005)

H Muclear

B Hydropower o/w t.2 TWh in Corsica and overseas
+ departments :

I Fossil-fired ofw 4.6 TWh In Cocsica and overseas

!, departments

Total generation in TWh: 493.9
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Renewable energies:

_ gathering momentum
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Fossil-fired power
plants: a critically
‘important buffer

Improved performances

EDF made great use of its fossil-fired power plants
'(coal, oil and gas) in 2005. They supplied 26 TWhin
all, once again helping to maintain the supply-
demand balance.

Moving to a more flexible system
EDF continued to rnoderruze it facilities. Its over-
haul program is based on three priorities: decom:
.- missioning of the cldest coal-fired power plants
{incompatible with future environmental standards),
the reactivation between 2006 and 2008 of four oil-
fired units (Porcheville 1 and 2, Aramon 1 and Corde-
mais 3, with an aggregate capacity of 2,600 MW) to
respond to consumption peaks, and the modern-
ization of the most recent power plants in order
to upgrade their technical and environmental

performance.

Progress was made on the program in 2005 wirh'

the shutdown in March of the Valres-sur-Marne

power plant and the start of refurbishment of the

Blenod plants (units 2, 3 and 4) in August. The Conde-
_ mais 2 oil-fired plant was reconnected to the grid
after an overhaul that lasted seven months. The job
" site was managed under the appropriate safety con-
ditions, on schedule and on budget. The Group's own

operating and engineering expertise was comple-
mented by the skills of about one hundred outside -
contractors. Three other projects will get underway |

at this site between now and 2007, including the
installation of a pollution control system which will
reduce nitrogen oxide emissions of reactors 4 and 5
(coal-fired) by 80%, the refurbishment of the unit 4
stator and the reactivation of reactor 3 (oil-fired).

A twofold expansion plan .

 EDF Energles Nouvelies and Tenesol are spearheading

the Group's renewable energles plans. EDF pursues
two complementary objectives in this area: first, the
construction and operation of medium-power units
connected 1o the grid; and, secondly. the consction
of “distributed power systems” al customer sites
(solar and geothermal sotutions, heat pumps. wood
boilers).

Wind energy: 3 3ooMwWw -
of installed capacity by 2010
The Group's goal is o lift Its installed capacity of wind

power generation to 3,300 MW in France, Europe

and the United States by 2010. In mainland France,
EDF Energies Nouvelles has obtained ten building
permits (300 MW), ralsing its total authorized power

to more than 500 MW. Three of these permits are -
for large farms: 87 MW in the Aveyron, 44 MW in

the Aude and 66 MW in the Eure-et-Lolr. Two farms
have come on stream - Aumelas (22 MW) in the
Ha'mnregbnand Clrtourps (3.3 MW) in the Manche
region -, and construction has started on five more
farms with a total capacity of 45 MW. EDF Energles

_:Nouvelles has obtained ISO 14001 cestification for

Its French wind power activities. In the blomass
segment, the Group is currently reviewing the

technical and financial feasibillty of projects with an-

aggregate power of 80 MW,

Distributed renewable energies:
rapid growth

Photovohaic specialist Tenesol, owned jointly with
Total since May 2005, continues to grow rapidly. This
comparty marketed 32 MW of photovoltaic systems
in 2005,

Everbat, a wholly-owned EDF subsidiary set up to
equip new service buildings with solar power solu-
tions and heat pumps, is off to a promising start.

" Eco-Alernative, which caters to residential customers,

opened its second agency in Burgundy and deliv-
ered the largest-ever solar panels in France to three
low-income housing complexes in Asnieres,




The fossik-fired facilities, including the Cordemais
plant - pere the control room - played a key role
in maintalning generation/consumption balance.
{(Below): the Dirinon fossil-fired plant in Brittany.

Workmg hand in hand
to flght the greenhouse effect

In 2005, EDF and cther French industrial players created Group'action
CQ,, an orgamzahon sel up to develop innovative techniques to
reduce gr:.?enhouse gas cmissions, improve research efficiency through
information sharing and the development of jaint projects likely to

attract European financing, and to make their efforts better known.

J
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Producing energy
from household waste

After renewmg its contract to manage the waste incineration plant

I
 inIssy- Jes-Moufineaux, TIRU won a contract to build a household

|
" waste incinpration plant in Vesoul {Haute-Sa6ne).
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corsWe are thoroughly reviewing the .. __
. organization of our regulated
" businesses with a twofold objective
- in mind: ensure that the electricity
market is effectively opened to
competition, and guarantee that all
benefit from the technical and economic
efficiency and service quality that
have historically been our trademarks
and the cornerstone of customer

satisfaction.” Michel Francony

DF Mediatheque - Ambeoise TEZENNAS

T O -
and:their

004 i

EoMAT e ]

eff

3 »m et Mg o -‘ﬁ; : =3 ; #»': .‘ g". ;"’, ﬁ:‘}‘\. o
approachito’e rmed:zuniformitanfs. and flatitra
S SPLAAE SR At

R P
SHllCOStS the Same Wherever-theiUSeriS it tmeias o 5



Transmission network:
security of supply -
and market openmg

RTE EDF-Transport,
an EDF subsidiary -
RTE, the transmission grid operator. was set up in

.

2000 as an independently operated EDF affifiate with-
unbundled accounts. On September-1, 2005, RTE

became a limited liabiiity company and-whotly-
owned subsidiary of EDF with a Supervisory Board
and Beard of Directors, a statusthat-guarantees the
operational indeperidence of its management.

The missions entrusted to RYE £DF-Transport by the
laws of February 10, 2000 and August 9, 2004 have
been reconfirmed. The company is resporsible for
“operating, maintaining and developing the public
network®, “operating the system safely”, "adjust-

ing generation to.meet demand”, and "ensuring:
that all have equal and non-discriminatory access to-

the pubiic transmissian grld

although a portion of its cé;éital couid be sold to
other shareholders provided that they are publsc
entities.

* The company- mp!ememed @ new- organizat]onaL _'
structure in 2005, involving, among other things, °

the séparation of ltshumanreswroesmanagemem
from that.of EDF" - e

i ~ Y

s

Initial development model for

-the public transmission network

The network RTE EGF-Transport OWNS and operates
comprises 100,000 km of high and very high voitage
lines. The law of February 10, 2000 defines its mission
as elaborating a mode! of development for the
rransmission network, Dased on an analysis of the
curent situatlon and the constraints that could arise
over the next 10-15 years, Thé model wasbuiltupar
technical studies, projected trends in electricity sup-
ply and demand as calculated by RTE EDF-Transport
(forward estimates) or differerst regions {(public enesgy
servioe plan), and ona pluri-annual program for gen-
eration investoments set out by the Minister for Energy.
The national modei fattors in those of alf the seglons,

" as drawn up by dedicated-concertation bodies.

Regional concertation guarantees that alt local con-
straints and requirements are taken into account,

The inftiat develapment modelfor the transmission
grid was publishéd by RTE EDF-Transport after

approval from the Minister for Energy, with a favor-

able recommendatlon from the CRE.

Market opening

“and consolidatlon

Operating in a dynamic market, RTE EDF-Transport
has developed différent technical solutions and signed
ConUraCts o ensure that jt can deilver electricity to

its customers, fachitate access to interconnection’

capacities at borders and foster exchanges. in particuas,
it has set up an atiction system in collaboration with

'its Belgian, German, Swiss and Spanish countespans,

The France-Spain mmn:nnnemnn J
Baixas-Vich ultra high vollage line
{400,000 Volis). |

TURP 2

The niew pblic network

. usage taoff {TURF2) .

covers:

* The costs of the
transmission and
distribution activities,
factoring in the
productivity targets set
by the regulator, and

"+ A 7.25% return on

capital invested
compared-with 6.5%
under the previous
TURF.




.....
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All EDF Gaz de
France Distribution
units

once again won 150 9001
and 150 14001
certifications in 2005.

for power allocations at borders, and strengthened
interconnections with Belglurm. Cross-border elec-
tricity exchanges rose by 3.7% to 123 TWh in 2005.
RTE EDF-Transport has also developed regionat net-
works, notably in the southwest of France, the
Auvergne department and the Tarentalse Valley, and
installed special systems to ensure security of supply
in regionis that are faced withmajor constraints, like
Brittany and the South-East. i all, 700 km of new
or renovated circults have been put into service.
The company also pursued its €100 mifion a year
prograrm aimed at bolstering the resistanice of power
lines to very strong winds,

Distribution network:
making major changes

Independent management

The distribution activities of EOF and Gaz de France
were formerly conducted jolntly, including where
selling efforts were concerned. New regulations
calling for guarantees that the organizational
structures of distribution network operators are
independent of those of their parent companies’
other activities required a clean separation between
marketing and distribution activides and gas and
electricity businesses. The operational synergies
achieved under the jointly operated system have
nonetheless been preserved.

Three entities have been set op in France (intluding
Corsica but not the overseas departments), in

" accordance with the law of August 9, 2004:

« EDF Network Operator {Réseau de Distribution
— ERD): operates the electricity distribution net-
work for EDF. £RD also defines and implements
operating, Investment and development policies,
negotiates contracts, and ensures that access to
the netwark is impartial. £RD's accounts are

KEY FIGURES FOR DISTRIBUTION BUSINESS IN CONTINENTAL MAINLAND

Network tength (kmy)

% of new medium
voitage lines buried

unbundied and it is managed independently. It is
also responsibie for relations with public authori-
ties and the CRE;

« lts equivalent, the retwork operator, for the gas
business, is Gaz de France Réseau de Distribution;

+ EDF Gaz de France Distribution (EGD): jointly owned
by EDF anct Gaz de France, this entity handles local
public service agresments, oversees the technical
operations of the networks, and manages techni-
cal work as well as meter reading.

These distribution services are carried out as part of
20-30 year concessions agreed to with the local
authorities that own the networks.

New organizational structure
gathering momentum

Fuli market opening was In play for the first time in
2005 for more than 2.5 miliion businesses and local
authorities. £RD was a model of neutrality, and all
customers expressing a desire 1o switch providers
were able to do s0.

More than 400,000 customer sites took advantage
of thelr freedom to choose their electricity supplier.
ERD prrchased power losses on the wholesale merket
in full independence.

in accordance with the law of August 9, 2004, It
drew up a Code of Conguct (Code de Bonne Con-
duite), sewing forth its commiuments and the meas-
ures undertaken to guarantee the neutrafity of its
practices’. Guides outiining all of these principles
were given to each employee. ERD also published
its first technical reference guide? for network users,
in response o a request from the CRE.

ERD created an Electricity Transmission Network
Users’ Committee (Cormité des Utilsateurs du Réseau
de Distribution Electrique ~ Curde) to promote
exchanges and concertation. The main toples
addressed are how to facilitate trarssparent and non-
discriminatory access to the network and W improve
practical conditions and user contracts. The Curde
meets every two months and inciudes a number of
special committees.

1. This Code of Conduct can be consufted on the
wwwiedfdistribution. fr website,

2. Anvinitial draft can be consuited on the

www edfdistrbution. fr website.
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R&D on the move

Far from the European grid interconnections, the
Reunion Istand is a small, isolated energy system,
tike those ir‘lI Corsica and the overseas departments.
Here Lhe water intake of the Orgues de Riviere

de t'Est. Below, the Port plant (oil and combustion
turbine) provides a contribution Lo growing
encrgy consumption on the Rewnion tsland.




Quality of supply and service

Like each year, EDF had polling firms conduct satis-
faction surveys of the customers connected tothe
network in 2005. Satisfattion rates held steadly at
93% for local authorities, with a one-point increase
in average-sized citles offsetting a one-polnt decrease
infrural communities, The satisfaction rate amongst
residential customers was once again high: $5%
said they were very satisfied er satisfied with customer.
service quality andg 90% with the network services
offered {meter reading, technical interventions and
quality of supply). ,

The number of independent power generation
facilities is increasing, and many of these will need
1o be connected to the distribution grid. ERD works
with a transparent. and recognized management
procedure, the main eriterion of which is the industrial
relevance of the sites. It proved relatively simpile to
connect wind turbines in areas where there is a
history of harnessing small decentralized power
units, notably micro hydro. Certaln others with-less
experience had difficulties managing execution times
and drawing up estimates, although these prob-
lerns have since been resolved. in the short-term,
permits have been granted for more than 3,000
MW of wind power that will need to be connected
to the distribution grid.

Preparing for the future

‘The duestions of quiaiity and proximity are becom-
ing all the more important as the 2007 deadline for
full market opening approaches, with close to 28 mil-
lion residential customers set to become eligble. EDF
is preparing to transfer some 10.000 people from
its agencies to other units, and Is reformatting s
information system. The run-up to full opening is
mobilizing a wide number of Group businesses, and
is being approached transversally as part of the
*Residentiat Project”.

Island energy systems:
renewables and energy
savings

Using specific regulation models
for specific situations '

The term island power systems (Systémes Electriques
insulaires - SEf) refers to afl electricity systems operated
in "areas thal are not interconnectad to the-continental
mainiand network * {iaw of February 2, 2000}, chiefly
the French overseas departments’, Corsica and Saint-
Pierre-et-Miqueton. These fegions benefit from the

same tariff's as the continental maintand, eventhough
electrictty generation costs are structurally higher there.
This situation has two consequences: first, the kegisiator
considers the additional generation costs as public
sarvice charges, meaning they are offset by the Con-
tribustion au Service Public de 'Blectricité (CSE). Sec-
ond, the uniform tariff policy preciudes the develop-
ment of a competitive market. EDF is thus a singte
buyer in these reglons, with competition onfy being
expressed in generation through calls for tenders
iaunched by public authorities (law of August 9, 2004).

Significant needs

Demand for electricity i growing fast in all of these
geographical areas. In 2005, EDF was asked by pub-
lic authorities to conduct a study on the medium-
term generation requirements of SEI, inpreparation
for the ministerial decree on PPE, The conciusion was
that a total 800 MW of capacity will need to be set
up before 2010.

Two generation facilities came on strearrs in 2005: the
Grand-Santi therrmal plant (600 kVa) in French Guiana,
and a 40 MW combustion turbine in Jarry-Sud. The
latter will respond toincreasing peak derriand in Guade-
loupe, where underwater interconnection with Les
Saintes has been re-established. Work has aiso begun
to interconnect Corsica to Sardinia.

Solutions based on decentralized renewable energy
are being favored in joint efforts with Ademe and local
awrthorities. inall, 17,000 solar water heaters have been
instalied in the overseas deparuments, ifing the number
of homes thus equipped to 115,000, This equiprment
enabies savings of 150 mittion kWi, which would have
requined 70 MW of power during evening peak hours.
Demand control s akso being put towork to comple-
ment these effarts, EDF notably contintied to work
with Ademe® and local authorities togromote the use

of energy-efficient lamps, 500,000 of which were

soid in Guiana, Martinique and Guadeioupe during

1. Oversaas departments: Reunion Idand, Guadeloupe,
Martinique and French Guiana, ’

2. PPt Programmation Pluriannuelle des investissements
(Pluriannual investiment Planning),
3, Agenca De | Environnement et de la Maftrise de
I'Energle: France's agency for Environment and Energy
Management.

F B
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EDF's gross
investments

in distribution networks
amounted to-€1.5 billion
in 2005. The Public Service
Agreement signed with
the state on October 24,
2005 included a number
of commitments relating
t0 network security,
environmental safety and
-environmental pratection,
three aresas in which

the demands of users

and local authorities

are particularly clear,

To ensure that the
correspanding meastres
are implemented, EDF has
committed to increase

its gross investments in
distribution by 6% a year

-In 2006 and 2007,

Renewal of

1SO 9001 certification
for distribution activitios
and supply to SEl units.
ISO 14001 certification

of SEl instattations.
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= July 1, 2007: residential market opened to competition.

+ 2006: launch of energy efficiency certificates (white certificates).
EDF will have to meet specific targets for the collection of white-
certificates between 2006 and 2008.

Nuclear

+ Launching of the appncauon for authorization decree procedure for

the nuclear facility “Flamanwille 3 {EPR) and progress achleved on
other key steps towards its construction and operation.
+ Vote by parliament, in accordance with the Bataille Law of 1991,
: on a law relative to the management of high-activity long-lived
radioactive waste. '

- Fossil-fired
* Re-commissioning of the Porcheville BZ faclllty the first of the four

oll-fired units to be removed from the guaranteed 5hutdown state
(GS9).

» Further renovation work at Blanod (ten-year inspections of units 2
and 5) and Cordemais {denitrification equipment for units 4 and 5).

Hydro

+ Preparation for renewal of and tenders for hydro concessions.

* Further pursuit of three projects aimed at releasing water from
reservoir flows into a turbine, with a service start scheduted for 2007,

Renewable energy
+ Commissioring of the Teriesol photovoltaic panel factory in Toulouse,
« Development of a 20 MW biomass project in Spain.

Human resources

+ Start of a period of intensive turnaver: over the next ten years,
haif of EDF's generation staff will retire (1.500 people a year),
especua[ly engineers and techniclans, positions that requnre two
years of specifc training on average.

Transmission network . . _

» Close of public debate on the Maine-Cotentin extra high voltage line,
one aspect of the debate on the French EPR.

Distribution network

Residential market opens to competition on Juty 1, 2007
+ Unbundling of distribution and sales activities; effective transfer of -
some 100 customer platforms to EOF. and Gaz de France commer-
" clal units in 2006,
» 2007 Raidmualﬁ@ea_ reorganlzaumofmnmnresmmes. overhaul
- of IT systems to include tools capable of handling close to 28 million
residentiat customer sites, - )

Public Service Agreement .
+ 6% increase in gross investments in distribution network in 2006.

Island power'systems

General.lon

+ Launéh of the Rizzanese dam projects (Corslca, 54 MW), subjectto
a Déclaration d'Utilité Publique. )

» Extension of the Rividre de I'Est hydro equipment to bring an addi-

. tional 20 MW of peak capacity to Reunion Istand.

+ Acquisition of a back-up maobile combustion turbine (20 MW) for
use by the entire island power system. .

« Preparation for the overhaul in 2010 of basic fossil- ﬂred power
resources (800 MW).

Networks

« Coming on stream of a new 63 kV line between Lamentin and -
Le Frangots (Martinique).

* Bringing into service of the cable between Sardinia and Corsica
(50 MW).

« Signature of distribution concession oontracts with local authorities
in infand Guiana, .
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- Playing an active
role in building +

thé European

energy market.
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Ehergy prices on the increase

- European markets, which remain

fragmented notably owing to
insufficient mterconnectlon
capacmes saw energy pnces

- increase across the board in 2005.
A number of factors were behind - -

this phenomenon an increase in

_global fossil fuel prices (60% of
Europe’s energy is generated with .

fossil fuels), the introduction of
tradable EI'nISSIOTlS permits, rising
demand, and the need to invest
massively in new’ generation
capacities.

\

Establ:shmg strategnc positions

The EDF Group is already firmly
established in:France, and its
industrial prq;ect focuses on active
participation |n the construction of
the European | ‘market with the aim _
of becoming one of.the leading
players. To thIS end, it has built

up strategic posmons in the three

other large European markets:
the UK, Germany and ltaly.

The Group devoted 2005 to
consolidating |ts posmons taking
control of ltaly’s Edison in

partnership w:th -a consortium |ed- -
. by Milan electricity and gas utility

‘w

i

* AEM) and setting up a balanced

: partnershlp with OEW, :
a consortlum of local authorities

- from the Baden Wurtemberg'
reglon in Germany's EnBW. EnBW,

"~ and espemally Edison, also
anchor the Group solidly on the

- gas market
In Swutzerland these consolidation
efforts transtated intoa
strengthening and extension
of EDF's ties to a new group of

: compames including ATEL, in
partnersh|p with other players
from western Switzerland.
The EDF Group Is also active in
other neighboring European
countnes in partlcular through its

* trading activities in Spain and
Belgium. In Central and Eastern
Europe, which will remain fast-

© . growing markets, synergies

allowed Group affiliates to boast -

¥

=healthy operational and financial |

performances.

Il
)
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“Over the years, EDF Energy has become a leading player in the

British market, making it a cornerstone of the EDF Group’s

industrial project for Europe. The 12,000 men and women who

make EDF Energy what it is will rise to the challenges that come i
up in the years ahead by combining the strength derived from

their deep commitment to their market and the long-term vision

shared with the EDF Group.” Vincent de Rivaz
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This was an unusual year for energy markets in the UK: Electricity prices increased by more than 90%,
notably on the back of gas market tensions (gas accounts for 40% of the country’s energy mix). Rising costs had- .
an extremely disruptive effect on the market, and EDF Energy was forced to increase its tariﬂ‘s; to preserve margins.
The company was nonethetess able to protect its custorners by passing on no more than an average 30% '
of the increases to its customers, enabling it to bolster its market share at the same time.




‘A leading

market player

EDF Energy. a fully-owned EDF subsidiary, is the
UK leading electricity distributor. [n 2005, it dis-
tributed more than B9 TWh of electricity to some

7.8 miflion homes and businesses in Londaon, the East

of England and the Southeast. It also ranks among
the leading suppliers, selling gasto 1. 2 million cus-
tomers and electricity to '5.1 million residential and
SMEs users. It has a solid portfolio of large cus-
tomers in the industrial and service sectors. A total
33.3 TWhwere delivered to this segment in 2005,
making EDF Energy the UK's leading supplier. In afl,
EOF Energy sold 52.7 TWh of electricity during the
year and 2.0 Gm? of gas (excluding volumes used
internaliy). '

EDF Energy operates a total fossil-fi red capacity of
4.8 GW with Sutton Bridge {CCGTY), Cottam {four
coal-fired stations) and West Burton (four coal-fired
and two CCGT plants). It also holds stakes in other
producers, in particular the Barking plant in Lon-
don. Lastly, EDF Energy operates offshore wind
farms off the northern and eastern coasts, the main
focations being Cromer and Teeside (108 MW each).

1. Cycle Combing Gaz Turbine: Combined-Cyde Gas Turbine.

Comnwtted to
customers and
mnovatlon -

An energy partner of choice
The team atiEDF Energy's Major Business Division
deals dtrecﬂy with 30,000 corporate customers. [ts

approach is based on long-term partrerships. The-

company offers innovative contracts, value added
services and hlghly sophisticated products that help
CuUstomers optlmlze their energy consumption and
supply and evatuate energy market risks. In 2005,
EDF Energy began to send them, free of charge,

bimanthly reports on wholesale electricity and gas

marketsin me UK. The company atso funded sem-

inars on the oonditlons and challenges of the energy ;

market. EDF Energy set up its Service Development
Manager to Pandle comptex issues relating to large
accounts |n 2003. This portfolio includes some
30 customers W|th more than 1,000 sites.

EDF ENERGY: INSTALLED CAPACITY
IN MW N 2005 (RAW DATA}

[ coaland B Gas*
3 wind power and
other renewables

) Total:
4,942MW

£DF ENERGY: GENERATION BY AREA
in GWh iN 2005 (raw DATA)

E10

" @l coatand B Gas*

2 wind power and
other renewablas

Total:
22,869 MW

*Fossil-fired: coal and gas.
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Heathrow, terminal 5

A5 testimory to its™
reputation for

‘—‘“‘—"dependabmty*EDF*"—"-—-—'—'“Flexlblllty contracts; taunched-in 2004: these con-
.racts give customers the opportunity to purchase
" energy at their own pace, and to access the whole-

Energy, which manages
the electricity network for
Heathrow, Gatwick and
Stansted airports in
London {operated by

. British Airports Authority), ___
has been selected to build
infrastructures for the
.high voltage electrical
network at Heathrow

" terminat 5 in 20086, in -
preparation for the 2008
inauguration. Thisis a.
compiex and sensitive

" undertaking for the
world’s busiest alrport.

14%

" share of electricity sales
to residential customers
and SMEs

27%

~ of distribution networks.

20%

share of electricity sales
to the industrial and
service sectors

EDF R&D on themo

- Usmgrdemsmn-

&‘—w\

ms'*.'“rh resﬁﬁed G‘f?ez:t miflion

o —~—offers——— — — ——— =

. over budget, or be exposed to significant price

" ustonegotiate the best prices for wholesale energy

Delivering new and innovative

A.new agreement

During the year, EOF Energy expanded the range of

with the regulator

t . Another five-year meeting with the regutator for
sale market directly to get the best prices. Similarty, . Britain's gas and electricity industries, Ofgem?, was

Energy View?® is an online service allowingthemto  held in 2005 to determine the company’s commit- .
monitor their energy consumption. ments and how these would be funded over the

_A good number of customers have been won over____ medium-termn, EOF Energy argued its case effectively,

by these contracts. Andrew McMurtie, of Scottish  and the key points it raised were taken Into account.
Courage Isacase in point: "We want tocontrolour  An average 679 increase in capltal expenditure was
exposLre to the wholesale market ", he explains. The  authorized compared with the 2000-2005 périod;
brewer's energy needs were segmented, allowing it and the authorized retum on capital was raised from
to negotiate the best prices for 24 time perlods,  6.5% to 6.9%. In exchangs, ECF Energy commit-
rather than one, as would be the casewithatypical  ted 1o decreasing its operating expenses and will
one-year contract. Royal Matl did not want to g0 undertake a cost cutting program. The new tariffs
agreed upon went into effect on April 1, 2005,
increases. Lech Bartoszewski, specialist buyer, opted ' o
for a flexible term contract, enabling the company
t0 "manage price risks " Boots also chose EDF Energy
because of its flexibility. Andrew Jones, groupenergy
manager, explains that "EDF Energy's services allow

Modernizing
generation facilities

EDF Energy has initiated a far-reathing program aimed

- wene 81 UpgGrading.its coal-fired facllities. The program
involves installing flue gas desulfurization plants at
the West Burton station (2005) and Cottam (before
2007). Between now and 2007, EDF Energy will also

- install denitrification systems at bath sites. ’

and build a transparent relationship with the
suppliers.. e

Qutlook

EDF Energy’s prime objectives are to boister
upstream/downstream integration, increase net mar-
.gins at the deregulated businesses, build up posi--
tions on the gas market while at the same time
impraving security of supply, and to boost produc-
tivity at the distribution division. Management is
geared up to meet these challenges in the years

ahead.

4;EDF.E
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1. Office of Gas and Eleciricity Market, -
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One brand for all
The three regional brands previously known toresidential
customers (London Energy, SWEB Energy and Seeboard
Energy) I:mve moved under the EDF Energy umbretla. ECS,
‘which handles meter reading, rebranded to its parent
company’s name and focuses exelusively on EDF Energy
* gcustomers. The EDF Energy brand has also been selected
““for the national loyalty program, Nectar,

%«%J J R

_EDF Energies Nouvelles
EDF Energies Nouvelles has been quite active in the UK
- with thé construction of three wind farms (44 MW) in
Fenland. An electricity purchasing contract has been signed
‘between the farm and EDF Energy.

\

Rob Richardson, brewery Scottish & Neweastie: "Energy is

2 significant Input cost item for Scottish & Neweastle and

a grewing list of relatively new factors - rising prices,
volatility, carbon, risk management, supply tonstraints,
generralion mix, environmental impact etc. - is making it a
more volatile and complex issue to manage effectively,
refjuiring a need for greater risk management. £DF Energy’s
continued support and innovative balanced approach have
greatly beiped us develop our understanding and ability

‘ \to manage these challenges.”
& t .

/
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’ Annette Bowdery town of Islmgton e
“We haue consudemble historical
and Iocal knuw‘ledge of the sweer.
I|ghl|ng mfrast.ructure and needs of
me msadenu af Is!mgton Wnlh EDF ;

Energy s expemse inthe desagn and
. instaltatjon of the ew lights and at
“their ability 10 resolve any onsit
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EnBW (45.01%-held by EDF with 46.12% of interest and voting rights, or the same as OEW)
continued its turnaround in 2005. The group contributed €152 million to EDF’s net profit, and added
€5,005 million of revenues to the consolidated total. It also simplified its organizational structure

and boistered ItS core business via a series of acquisitions and dlsposais The Topf it program, targeting
€1 bllllon of savungs between 2003 and 2006, was pursued

‘Germany's third largest

energy group

Generation: boosting capacities.

The fact that EnBW’s basic generation capacities

include both nuctear and hydro gives it a good deal
of flexibility. This energy mix {clean generation and
external sourcing) also means that CO, emissions
are 50% below the national average for Germany.
Semi-base load supply is provided by coal-fired units,
with gas- and oil-fired plants, as well as pumped
storage plants, used to meet peak demand.

The nuclear plants boast an availability rate of 89.3%.
The Philippsburg facility was awarded a " very good
plant” rating during an OSART review. The
Obrigheim site has been permanently decommis-
sioned, in keeping with the consensus between gov-
ernment and industry on phasing out nuclear elec-
tricity and the ensuing law.

As regards hydro capacities, EnBW has started
construction on the Rheinfelden facility (100 MW}
on the Rhing. This is a major renewable energy
project for Germany, involving a €280 mililon
investment, Studies are also being conducted to see
whether the Iffezheim hydro plant will be equipped

with a fifth turbo alternator (38 MW).

Tradlng
winning market share

- EnBW has around 80% of-the residential and

business markets in the Baden Wurtemberg reglon,
and Is working to consolidate its positions there.

In 2005, its bid was selected by the federation of -

Baden Wurttemberg municipalities to supply

420 GWh a year.
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EnBW has about an BD% share
of the residential and professional
market in Bade-Wurtemberg.

EnBW is supporting the development of
’ o;f which €2 million willgo to ;r!é geothg:rlr'n‘ } Msta‘tionlirj Bruchsal, near Karlsruhe, and

s

-1 €1 million to gecthermal heat pumps to h t 500 homes.”
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Right: Following an OSART review, ',
" . the Philippsburg nutlear plant was
.. deemed a "Very good plant”.

* Below: Karl Haase; Head of * '
Edelstahiwerke Sidwestfalen GmbH -,

"~ steelworks at the Siegen site. 4

. This steek company is a feader i

" on the market for high calibre skeel

T WTR QT ol e g e o g e s g v
- e G v diinmmrobon )

" EDF Maciathiquue - Phllppe BRAULY fiop) 7 EOF Médisthécuae — Matthias MARTIN Kty lmages (bottorr




_ EnBW also oontinued its expansmn outside its tradi-
tional market. it notably won a contract to supply
electricity to the Witten- Krefeld steel factories in West-

PR

~Outlogk o

- ——"than a"thousand concession contracts; 750 of which
have been signed directly with municipalities. EnBW -—-

phalia, and renewed its contract with igading retaiter
Metro 1o deliver electricity to more than one thousand
sites. ’ . . :
The Yello brand, used for the Group’s retall services
outside Its traditional market, has attracted 1.1 million

" cisstomers and posts  record brand reoognmon of

- 98%in Germany.
_ As part of its ongoing repositioning, the brand has
_adjusted its prices to reflect actual transmission con-,
ditiorts, which vary from one region to the next, and
aboiished Its flat rates. To bolster its sales capacity,
- EnBW signed a contract with Steag (in the Ruhr);
starting in 2010, the producer will make 250 MW of
generation available at the future Dulsburg Walsum
plant.

" Transmission and distribution:

. new developments taking shape
EnBW is practically the onfy company 10 operate
the Baden Wurtemberg electricity transmission net-

. work, 5o [t is very active in distribution with more

ECF/ Annual Report 2005 .‘: a

Utilities services

EnBW is positioned )
on the industrial energy

EnBWis considenng butldlng two coal-or gas~ﬂred
fossil-fired plants It will begin marketing a combined
electricity and I gas offer to expand its customer base,
and continue to capitalize on the Yello brand outside
its tradlt.ionallhome market. .
The group is also preparing to renew the major por- -

——r

services (ESG) waste”
" management (U-Plus)
and water management
markets. -

uonoflselecu*ncnydstrubmimwwssnnsbem:een—,———,-.—_l_-_ - -

‘ 20083n02012 based on a structured plan of action
hat takes into aooount the specific situationof each
municipallty. | v

—— - mme 2

~ has about 50 stakes In local Baden Wurtemberg
electricity and gas utilities. In 2005, it acquired a
49.9% interest in the new local utility and lifted its
stake in that of Weinheim to 39.72%. The group

" also penned a new oooperatlon agreement cover- -
ing water management services with the Iocal uit-
ity of Schramberg.
£nBW is also investing to upgrade its networks One

. new central dispatching unit at Esslingen, in the

Baden Wurtemberg region, will repiace all of the for-
mer units.

Gas: strength in
vertical integration

. EnBW is actlve In regional transmission via GVS
{50% owned by ENI), which has 1,892 km of gas
pipelines and 90 Mm? of storage capatities focated -
chiefly in Baden Wurtemberg. GVS supplies dis-
tributors as well as a few large industrial companies,

" tn the distribution market, EnBW Gas mainly serves
residential and business customers in and around’

~ Stuttgart, .

+

. ! o s N
ENBW: INSTALLED CAPACITY IN MW IN

2005 (RAW DATA) ) -
‘ ﬁi 32 ' '

El Nuclear| |
 Fossil-fired

=1} Hydmpmr
Bl wind pmrandoﬂm renewabtes

——-

[ [

: ENEW: GENERATION BY AREA IN

GWh IN 2005 (RAW DATA)

O nuciear

[ FossiiHfired and misc.*
i~ Hydmpmr
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but not 2005.
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- - The Group is active in-ltaly chiefly via Edison-(51.58% stake since October 1, 2005, 50% of the
“voting rights alongside AEM Milan). Between now and 2014, electr'icity consumption is expected
to increase by about 3% a year in Italy, i.e. at.a much faster pace than the European average.
Electricity prices are significantly higher in Italy than on the well-meshed contnnental network and
increased further in 2005, although by less than in other European countries. A program designed
to add some 21 GW of capacity has been adopted for the 2004-2011 perlod Wlth Edison
contrlbutlng 22.5% of the total.

Edlson

‘a'motor for growth

The clarification of the Groups commitment with

. regard to Edison has opened considerable growth

prospects, given that Edison ranks second in ltaly's

* electricity market and third in the gas segment.

In 2005, Edison contributed €1,010 million to EDF's
corsolidated revenues and €34 million to net profit
The joint governance arrangement with the con-

e eeee——-—from-a nuUMber-of new supplier countries on the -

Caspian 5ea ang in the Middle East.

“Where upstream operations are concerned, Edison

is developing an exploration and production busi-
ness, The goal, as outlined in the development plan,
is for the company to be able to meet about 15%

" of Its gas needs with its OWN resources,

sortium led by AEM Milan has already begun to -

bear frult. In December 2005, EDF, AEM Milan and
Its italian partners approved the company's devel-
opment plan for 2006-2011, calling for investments
in efectricity generation capacities and, more impor-
tantly, in gas assets. Two new gas-fired plants,
Torviscosa and Altornonte, will be added in 2006,
with Simeri Crichi set to come on stream In 2007,

" Edison is securing and diversifying its gas sources.

The commissioning in 2008 of the Rovigo LNG regasi-
fication terminal will be a step in this direction, secur-
ing 6.4 billion cubic meters a year from Qatar.

Service companies

Ferice, & fully-owned EOF subsidiary, spedializes inenergy
efficiency and ls expanding its business with industrial

‘customers. it notably won two contracts in - 2005 for

the cogeneration plants of ITT and Barilla. Fenice is
unleashing synergies with other Group entities, like EDF
Energia tafia, which purchases excess cogeneratad elec-
tricity fromiit, and Edison and Edipower, towhichit pro-

+ vides environmental services. The company s also work-

Working with Greek gas corporation DEPA, the .

company is considering building a gas pipeline (the
IGI) between Greece and Italy, in keeping with the
intergovernmental agreement signed in November
2005. The infrastructure, which should come on
stream in 2010, will enable ltaly to import some
B billion-m? of gas through Turkey, in particular

ing jointly with Edison’s sales management to win
business from large industrial customers. .
EDF Energla #talla, also a fully-owned EDF company,

markets electricity to eligible customers in ftaly and -

provides a range of services to EDFs large Eiropean
customers there, its customer portfoﬁo wmplements

. that of Edison.

Siram (51% EDF), jointly owned with Dalkla, is ftaly’s
teading provider of energy services for customers in

" the service and industrial sectors as well as local

authorities.




’ ' B ' ' . o ' The combinedcycle plant of Tarento uses
: ’ the residual gases from steelworks as fuel.
| EDF Energles Nouvelles .

Commussmned in 2005, the Candela cogencrauon plant (380 MW) is posting
the best environmental performances of any ltalian facility. "

i

EDF Energles Nouvelles has brought a 10 MW wind farm on streamin Campagna,
and started constructlon on another 12 MW farmin the Apulia. oe

1

i . . ’ . EOF Médiathaque - Mario LA PORTAIAFP

EDISON: INSTALLED CAPACITY IN MW EDISON: GENERATION BY AREA IN GWh
IN 2005 (RAW DATA, INCLUDING SHARE . N 2005 (RAW DATA)
OF EDIPOWER GF.NERATION stmvm Co
roR EDISON)
EI 2583 .

1,837

! =-__,---
MR r e — -

Dol gsandcost 10,068 MW I3 Ot gas and coal 44,688 GWh*
21 vydropower C o : 2 Hydropower
Bl Other renewables ‘ . I Other renevabies

. *including purchases at interconnections and on
| . the talian market, sales totaled 52,700 GWh and
' . 50,500 GWh, respectively.

' I
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Electricity companies are required to use gas as a resource, both to deliver thé combined
gas/electricity offers their customers demand and to generate electricity.

EDF's strategy with regard to gas is based on a European approach. The Group is preparmg
for an increase in its gas needs, and seeking to secure and optimize its sourcing.

The decision to take control of Edison jointly with AEM Milan was a step in this direction.

Business gaining momentum
In addition to the clarification of EDF's position as
an Edison shareholder, the Group also made
progress in other parts of a fast changing European
market, against a backdrop of rising prices and with
operators seeking to position themselves on ail seg-
ments of the gas industry.
The Group pursued its development ptans on its
four key markets. In ltaly, Edison forged ahead
with plans to extend its electricity generation facil-
. ities and convert to combined cycle gas turbines.
' In France, €DF gradually started up its marketing
activities on January 1 to end the year with more
than 13,000 customers consuming 7 TWh on an

annualized basis. The Group developed a special
entity dedicated to purchasing, transport and stor-'

age in France to secure supply for its customers. In
September, EDF SA's supply authorization for France,
called its generat interest mission (mission d'intérét
general), was extended.

The Group also pursued its efforts to set up gas
unlts in order to optirize intragroup actions, cap-
italizing on the complementary nature of the busi-
ness portfoiios of Edison, EnBW, EDF Energy, EDF
Trading and EDF SA.

2005 with Gaz de France, was & three-year con-
tract for 12 TWh. The second, reached with ENlon
July 27, 2005, was an elght-year contract covering

annual volumes of 10 TWh (preceded by a two-year *

period during which volumes will be gradually
ramped up). )

The Group atso entered into talks with different
generators, including for the supply of LNG.

In October, EDF SA recelved its first deliveries from

the long-term gas contract signed with Statoil in-

2003. . .

The EDF Group participated in different acquisi-
tions in the midstream segment? in 2005. £DF
also bid to acquire reserves for the first time. The
highest bidder offered a premium to the market

price, which EDF did not do because the acquisition -

would not have met the Group's pmf“tabluty crite-
ria under these cm.umstances

I, Midstream: assets used to secure, transport and process
gas. These can be physical assets (e.g. gas pipelines, :
storage sites or LNG terminals) or contracts {capacity rights,
purchase contracts, etc.). Trading activities are considered
part of the midstream segment. :

_ _ -_‘__,7.-;, o e Supply_secured________ —_ e
. . PfomISI ng In 2005, EDF SA penned two medium- and long-
deve I Op ments term supply contracts. The first, signed on June 6,
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in ltaly, Edison has pursued the extension and
| . 1 " N

conversion of its etectsitity generation fleet,

moving to gas-tired combined-cycle. Here

the Taranto plant 2.
|

EDF R&D on the move |

. EDF Mediathdque ~ Mario LA PORTAAFP

Out| 00k . o In France, EDF will continue to implement its busi-
ness plan for the gas activities, notably as regards
local authontns amarket to which it has had access i

In 2006, the Group will ste;iup cooperation between

these companies to increase the volumes it handles
from 25 Gm? in 2005 to 40 Gm? in 2010-20122
{exciuding acquisitions).

It will also seek out investment opportunities in LNG
as well as in transport., import and storage infra-
structures. in particutar, through Edison, the Group
will be fooking further into the possibilities associated
with the IGI linking Greece and Itaty. ft will also be

working to bolster its portfofio of suppliers in Europe -
and diversify its sources. With this in mind, it will
‘ consider investing in reserves as opportunities arise.

Later in the year, via EDF Trading. the Group will

* attemnpt to boost its rights to'access the intercon-

nection from Belgium to the UK.

2. Excluding volumes generated by Dalkia France.

since September 2005, The Group is also gearing

up for full ma:ket opening in 2007, and ensuring
that it will be in a position to offer consumers com- :

. bined gas and electriclty services. ' '

of these companies’ businesses. 1

. -~ EDF's GAS POSITIONS IN EUROPE’
o 7 Quantltyl Operator I

** Exduding volumes generated by Dalkia France 3 Grr?).

! 'mxsrabledosmrmdweEDFTfadmg mem-‘umessmmcorrapondmwo%
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EDF’s affiliates in Central Europe are recording strong performances in very buoyant markets,
_capitalizing on all the advantages to being part of the EDF Group. Distribution companies SSE

of Slovakia and Demasz of Hungary will be facing market opening at the same time, and are

sharing their experiences. They exchanged about 500 GWh with Everen, EDF’s marketmg arm in

Poland, where synergies are being unleashed in numerous areas: electricity sales, joint coal

pUrchasing for all of the Group’s plants, and transversal projects involving IT systems in particular.

HungARY
Installed capacities: .

392 mwe
1,724

MWth

PotanD
Installed capacity
{all plants):

3,169 MWe
3,874 mwth

Hungary and Slovakia:

winning customers

" Poland:
a top ranked producer

- Hungary ;‘and Stovakia opened their non-residential

markets to competition shortly after their admission
to the European Union. SSE and Demasz have been
able to maintain their market shares by building on
the ipyaity of existing customners and adding new
ones. .

In Slovakia, SSE sold 6.3 TWh during the year, more
than 60% of which to industrial customers, trans-
lating into revenues of €495 million. It has 30% of
the Slovakian market with 635,000 customers. The
company signed two major supply contracts with
automakers PSA and Kia-Hyundai. The one with PSA
s a two-year, renewable contract to deliver 40 GWh
in 2005 and 90 GWh in 2006 to the factory being
buitt at Trnava (300,000 vehicles a year}, which will
consume 200 GWh after its industrial commission-
irky in 2007, SSE will purchase a portion of this elec-
tricity from EDF's fossil-fired plant at Rybnik, Poland.
In Hungary, D-Energia, Demasz's new sales and mar-
keting arm, was quick to carve out a place for itself,
capturing 10% of eligible custorners. This makes it
the fourth ranked company in that market.

BERt's facilities in Hungary generated 1,530 GWhe ~

and 9,136 TJ heat during the year.

The Group accounts for 129 of Poland's total elec-
tricity generation and 28% of cogeneration. Since
its admission to the EU in 2004, Polang has been

_adapting its reguiations, and the new long-term

energy policy calls for further market opening and
the continued use of domestic coal, relying on
imported coa! or gas as needed.

‘The Group's plants generated 15,036 GWhe and

30,650 TJ heat in 2005. Preparations for the new
environmental standards applicable from 2008 con-

" tinued apace. The Rybnik plant began buitding a

desulfurization unit, and the cogeneration facllities
signed a long-term supply contract for low-sulfur
coal. The latter also forged ahead with their restruc-
turing plans, in keeping with the collective agree-

rnentssagredwnhmbnmntath;esforZOOSand

2006,




PR ‘
Pawel Adamowicz,
mayaor of Gdansk,

Outlook = =

The Group will continue to mobilize all of its expert-
ise 10 help its subsidiaries thrive in a fast changing
environment. SSE and Demasz are both preparing

-for full market opening in 2007, and will be work-

ing together to unbundle their network {regulated)
and marketing activities. As a network operator,
SSE Is also gearing up for the new four-year tariff
system that will come into effect on January 1, 2007,

" BERt will complete the renovation of its plants in

2006, .
Lastly, EDF and EnBW will enhance the coordina-
tion of thelr activities in Centra! and Eastern Europe.
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Krzysziof Nowek, Head of Production
at Soufllett & Poznan, a company
that produces malt from bariey for
the manufacture of beer,

EDF Madiattinque — Piotr MALERUGtty kmages
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ective strategy

The dems:on to refocus on Europe
. has led EDF to gradually divest

TS| posstlons i Latin America™
Some'transactions may
nonemeless be carried out outside
Europe in order to give new
momentum to the asset portfolio.
for instance, the Group has sold
the two plants it built and
. operated in Egypt two years after
these were connected to the grid.
‘EDF has been active for many
. years in Asia, where significant
P _ plant construction projects, .
\ ' ‘ notably nuclear, will be a bona fide
- A techriological feat. The Group
. owns and operates, either alone or
i in partnership with other investors,
A electnmty generation facilities
C ' there! '
Elsewhere in the world the EDF
Group intends to respond to
mcreasmg energy demand, and
to continue to capitalize on its
unique expertise thraugh direct
sales of engineering services and
general contracting assistance.,
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‘Economic development necessarily‘translates into demand for electricity: the latter is increasing by
15% a year in China and Vietnam and by 6% in Thailand. It is estimated that more than half

of the new electricity plants built worldwide between now and 2020 will be in Asia. EDF has been
active in China for more than twenty years, and is using the strategic base it has built there to
forge partnerships and make investment decisions. -

Chsna to continue
.to add electricity -

generatlon capacities o

- China will continue

to build the equivalent of
France’s entire generation
capacities each year:

- 70 GW in 2005 and
~80 GW in 2006, with at

least two or three nuclear

-reactors added.

'_'Chlna a Iong standmg

partner

h Service sales: making the most

of our know-how

The Group has been active in China for more than
20 years, first participating in the construction of the
Daya Bay and Ling Ac nuclear plants before seizing
opportunities that arose In the fossii-fired and hydro
sectors, EDF has entered into two new contracts with
CGNPC, which operates the Daya Bay and Ling Ao
stations: one for general contracting assistance at
Ling Ao 2. where two 1,000 MW reactors will be
added, plius a long-term partnership agreement cov-
ering engineering, operations and investments. The
Group aiso penned a cooperation agreement with
CPi, one of the five national electricity companies,
for services ranging from the training of engineers
to the management of nuclear projects.

Electricity generation:

EDF the leading foreign investor
EDF is the largest foreign Irwestor in Chinas elec-
tricity sector. Figlec, a fulty-owned EDF subsidiary
and owner of the Laibin B coal-fired ptant, has com-
pleted its refinancing, the key to reaching a win-win
agreement with the province of Guangxi.

SZrPC (19 6% EDF), which operates several coal-fired
plants in the province of Shandong, staged 8 good
operating performance despite the fact that the coal

- . .market was tight throughout China. The desutfur-.

ization unit planned for the Shiheng station will be

" coming on stream: the quality of the project ks such

that it was awarded the largest subsidy ever by the

province’s environmental ministry.

South Asia:
two landmark
achievements

In Vietnam, the Phu-My 2.2 CCGT {715 MW), built
by the EDF Group for MECQ (56.25% subsidiary),
came on stream in 2005. The plant has excellent avail-
ability rates, generating €148 million of revenues
and contributing €16 million to Group net profit.

tn Laos, the Nam Theun 2 dam project {1,070 MW)
being handled by NTPC, of which EDF Is majority
shareholder with 35%, made a major step toward |

- 'completing its financing in 2005, notably obtaining

the backing of the World Bank. This is the first time

_ in more than ten years that a large hydro project

has made this much progress, Consuucuonwork:s
now underway. .
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EDF is reorganizing its assets in the Americas and Afnca makmg sure that any selective
'acqwsutlons or divestments it undertakes create value not only for the Group but also
for the country, EDf’s partners and the companues customers. :

.

Latin Amierica: |
“a careful dlvestment
program

Another aspect of the Group's decision to refocus

_on Europe concerns finding a way to pull out of

Latin America in the best possible way. The finan-
cial and social conditions under which Argentina’s
Edenor was sold to Dolphin, a local investment fund,
were satisfactory. EDF left behind an electricity dis-
tribution company that posted good operating
results in 2004 and the early part of 2005. The Group

" improved Edenor’s service quality (2.5 hours of out-

age per year compared with 14 when EDF took con-
trol of the company in 1992), and hetped it achieve
an 86% customer satisfaction rate. EDF also soid
Edemsa, an electricity distributor active in the
province of Mendoza, and 1s in the process of divest-
ing other affiliates (Global Solucion, Hinisa-Hidisa
and Dustrocuyo)

Revenues were upsharpfyatme Brazilian wbsiduanes '

on the back of a surge in consumption {up 5.5% on
the whole and by 9.3% for residential customers)
and the tariff adjustrnents passed in 2005: the Light

- Group and Norte Fluminense plant posted a 46.2%

increase in revenues to €1,639 million in the year
to December 31, 2005. Both companies also maoved

back into the black. contributing €136 million to

consolidated net profit. The Norte Fluminense plant
‘operated smoothly for its first full year in service.
The financial restructuring of Light, a prerequisite 1o
any changes in the capital structure, was completed,
and the cormpary is now loaking for new core share-
holders.

In Mexico, the Ruo Bravo 4 p!ant {500 MW) Was com-

" missioned in Apnl 2005, lifting the total capacity of

Mexican IPPst02?32 MW,
Africa'and the Middle
East: fostermg

. sustalnable

evelopment

EDF pursued fts asset disposal programs in the Mid-
dle East and Afrlca tn March 20086, the Group sold
its two fossil-fired plants inEgypt. Port Suez and Port
Saic. | 1
The Azito fossﬂ-f red plant in the ivory Coast oper-

ated without mcndent in spite of the political climate, - '
. andthe faallty largely exceeded its availability targets.

In Morocca, EDF ook control of Compagnie Eoli-
ennedu Detroct. which operates the Koudia Al Baida
wind farm (50 MW), by acquiring an additional

. 35.5% ofthe'capital In Aprit 2005. Temasol; a joint

Total/EDF subéidlary, stepped up its participation in
arural eiectrlﬁlcauon praject {aunched by the Moroc-
can government it;alllnt_;] for the instaliation of pho-
tovoltaic systems in almost 60,000 homes.

EDF is also pqsluoned in a number of Mlddle East-
ern and Afrlclan countries via technical assistance
contracts. New agreements were signed in 2005,
notably in Lebanon Yemen and Togo-Benin for engi-
neenng servuces and the supervision of work cn high
voltage networks and in Kuwait, where EDF will be
reviewing desngn engineering and operating

“processes. | i

" Independant

Power Plant (IPP)

The Group’s IPP projécts
have aiways been

launched after successful

international bids, as

-Bulld, Own, Operate

(BOO) projects associated
with Power Purchase
Agreements (PPA}.

e

! I
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" Becquerel {Bq): International legaf unit for
measuring radicactivity. The becquerel (Bq) is equal

- o one radioactive disintegration per second. This
unit represents such a low level of activity that itis
used in muitiples: the MBq (megabecqueral or million
becquerels) and the GBq (gigabesquerel or biilion
becquerels).

" Brent: a form of light arude oil, low in sulfur, sourced
from the North Sea. Brent is priced by the bamel and
serves as a benchmark for the European market and
for other crude oil prices,

Cogeneration: Generation technique for combined
electricity and heat production, The advantage of
_cogeneration is the ability to capture the heat

produced by the fuel whereas in classical electricity
generation this heat is lost. This process also allows
the same facility to meet the heating (hot water
or steam) and electricity needs of both industrial

" . and local authority customers. This system impraves
the energy efficiency of the generation process
and reduces fuel use by an average of 20%.

Combined gas cycte: The most up to date
technology for generating electricity in a natural gas
fired plant. A combined cycle IS made up of ong
or several combustion turbines and a steam wrbine
- allowing for an improved yield. The combusted
- syngas is routed to the combustion turbine which
generates efectricity and very hot exhaust gases.
The heat from the exhaust gases is retrieved by a
_heat recovery steam generator which thus produces
steam. Part of the steam is then retrieved by the -
steam turbine to generate electricity.

CRE (Energy Regulation Commission): The
Comenission de Régulation de I'Energie (Energy
Reguiation Commission) was established on

. March 30, 2000. Its aim Is to watch over the correct

. functioning of the electricity market. The CRE, an

independent body. regutates the process of energy
market opening. It ensures that all the producers and
eligible customers have equal eccess to the network,
Within its remit, this body has powers of supervision
and authorisation along with the power (o settie
any disputes and, if required, impase sanctions.
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Dosimetry: the determination, by estimationor ~

measurement. of radiation exposure recewed

by a substance or Individual.

Eligibility threshold: this comesponds to the
minimum volume that must ba consumed per site
and per year to make customers eligible to choose
their electricity supplier. The number of eligible clients
increases each Ume the eligibility threshold is
lowered. In France, eligibility thresholds were first
lowered from 100 GWh in 1999 to 16 GWh in 2000,
and then to 7 GWh on February 10, 2002, The .
threshold introduced in 2003 meant that 37% of the
electricity market had been deregulated. On luly 1,
2004, 70% of the market opened to competltion
{all commercial customers, businesses and tocal
authorities), and the threshold is no longer taken
into account, only whether the customer is eligible
or not. The next important date will be July 1, 2007,
when 100% of the market will be liberalised with
the eligibility of residential users.

" Fuel-cell batfery: 8 system Mby electricity and .

heat ara generated simuttaneously thanks to a

" chemical reaction between oxygen and hydrogen.

The latter can be obtatmed from oil products, natural

- gJas, alcohot or other combustibles. Fuel-cell batteries

have a high energy yield and low environmental
impact (no noise pollution or gaseous emissions
such as carbon monoxide or nitrogen oxide,

no release of soot or other particles).

Interconnections: this refers to the electricity
networks that connect the very high voltage
networks of different countries. Interconnections
were created early in the 20th century in the goal of
ailowing neighbouring countries to heip one another-
in times of need and to generate savings on the
deployment of generation resources. As of today,
21 European countries are interconnected, and
technically, it is possible to transport electricity

from the UK to Rumania. However, existing
interconnections remain insufficient and continue

to hinder the creation of a European electricity )
market. There are stlll congestion areas throughout
Europe, and the situation could femain problematic
until 2010, despite the major construction underway.

REARREET FEEL Shk A4 BREAAT AT A L2 FAT T AT TATF AT FARTARY

KWh Equilibre®; £DF offers its professional
customers the possibility to punchase electricity

from renewable energy sources.
The kWh Equifibre® offer is backed by green
certificates delivered by the French agency ObservER
{Observatoire des Energies Renouvelables).

National allocation plans (NAP): NAPs are a lead-
upmmefunreEm'opemgreetmgasaﬂuwame
trading scheme aimed at reducing emissions of
European industries. NAPs focus on limiting,

for the period 2005-2007. the CO, emissions :
of the most polluting industrial and generation sites.

.Nuclear genétation unit: an electricity generation

unit comprising a nuclear steam supply system and a

. turbo alternator set. Units are generally characterised

by the type of reactor used and the capacity of the
turbo alternator set. Most of EDF's nuclear plants
have two or four units, and a small number has six. -

" Power plant availability: Time period during which

a plant can generate power. The availability rate is
defined as the ratio between real or potential annual
. generation capacity (actual generation
capacity/maximum theoretical generation capaucy)
with the maximum theoretical generation capacity -

" being equal to installed capacity x 8,760 hours.

The availability rate, which does not factor in
technical losses, i.e., planned intermuptions,
unforeseen unavailabilities and test periods, -
characterizes the technical performance of a plant. -
For EDFs nuclear facilities in France, the maximum
theoretical generation capacity is of 533 TWh

63.1 GW x 8 760 kh).

Watt: auﬁtofpowarepresennng the energy
consumed of generatad in a given time. One watt
ts equal to one joule per second. Hlemn‘ssymbol
‘is W. It i5 usually referred to in multiples:

- kW (kitowatt) with 1 kW equal to 1,000 W;

MW (megawatt) equal o 1 million W and

GW [gigawait] equal 1o 1 billion W.
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Assets: the company’s resources, which have a positive

. finandial vaiue. They may consist of physical goods

or intangible, monetary or financial rghts.

Batance sheet: rmade up of two distinct parts: assets
and liabilites. A snapshot of the comyany's assets, and
of the resouroes used to finance these assets (its

mminewpmm&udwésmmpeﬁw
and changes in consolidation scope within the Group.

Consolidated accounts: & summary of the financial

'situation and results of more than one company as

" though they were a single business, for example a panent
company and its subsiciares.

. Depreciation; an acoounting item showing an

imeversible decrease in the value of & fixed asset over a
period of time, resuiting from expected wear and tear,
techrical obsolescence or legal constraints.

Downstream asset portfalio: total contractual
commitments to sell energy to operators or final
CUSIOITIESS. .

EBIT {or operating result): eamings before interest ard
taxation, i.e. EBITDA less amartisation and provisions. -
- An indicator of the company’s financial performance.

ERITDA (or gross operating surplus): eamings before
interest, depreciation and amortisation. Turnover less
external punchases, personnel costs and tax (exeept
corporation tax). An indicator of the company's ability
to finance its own growth.

Equity: themmalpndassexscmutmedbyme
shareholders to the companry when it & established,
or avatable to it in the form of profits brought forward
or earned during the cument period.

corst of finance and taxation, and induding the change in
working capital, Reflects the business's abllity to generate
resources which can be used for financial investment,

to pay dividends or 1o reduce debt.

DESIGN AND CREATION: $EQUO1A -

Goodwill: mmmnmmfaa
WMmmmmmmEasMn
mmdmemedmnmsdnprm
byd'lepu.td'assfnreq:ectad&nmoperwlgpuﬁm
ksﬂmnmmmnmmwmmm
depreciatad over a spedfic period. -

' Grmpsmmofnetunilme net result in the

consotidated acoounts after deduction of minodty
interests.

nrksmmmwmngmdf
umwamnmmm From
2005, dmeapplytoEunpeancu'npmlmd‘fmng

savingsg‘odu:tstnd'leptbﬁc

Irnpmofatmsngemevmmmm:mtd
e:changeratmermedmm;mﬁtuﬂbssmm
for a firancial year, reflects the variations in average -

- exchange rate between the ewro and one or other

dmmmdmmhn
Group soone.

Liability: an obiigation repnsenung amgaﬁveﬁnarnal

rahemacomparumasemitypmwsnns.mm

Minority mtefms:thepnpu'uonofmenetmjts
mdeqntydacu'snﬁdatﬂdatﬂdixyamimtablem
interests nat held by the parent company either directly
or indirectiy through its subrsidianies. .

Naﬁnaudcbbt.ﬁrwnaldﬁxﬂ:mﬂs.mast
mmmmmsﬂtmﬁwm
mwmmmmm)

Net current result: netm:taqtmdforcmamnm
mnentlmxsdd‘mdbythem sw'lasgazmon

- sales and accounting changes.

Net result: the balance of 8 company's income and -

. Wmag\mm‘m Reflects the weslth

it has oreatad, armsproﬁmuy

Operating cash flow aﬂef exwptlnnal items: cash
fiow after dectuction of one-off items (e.g. Brussets
decisionandIFRSeﬁem)

i
Operanngmmeﬂ'IDAlessmxandmof
rmrmmﬂmmgemepﬁaﬂm

Profit and loss acoount: 8 summary of 8 companys
income and expenditure over & given period. This helps

to assess its abiity to generate wealth from its business. -

Provision: a $um set aside to cover & future risk or an
itexn of expense payable in the fulure,

Rating: the store allocated by  specialst rating agency
such as Standard & Poor’s or Fitch, reflecting a :
bomower's atlity to repay its debes. The higher a
company’s rating. the lower its cost of new bamowing
wil be. ' . '

Ranﬂmﬁeemst\ﬂmrﬁmcmftmauﬁlg
emxnnﬂm

Sepammammwpaatebalanmmmprdit
mmmntsformmaspmdmbn
Uansmission, andeieclrutycistrh.mm

Tmmm\ykmmdgmm
services during a specific period of normal curerit ©
operations,

Upstreamaset;xrtfolwalmsg.wmgme
availability of electrical energy. These may be actual
mmmmmmumm

Working capita! requirement: the amount the
mpmyrmmﬁrmmmtwmhmm
from the time lag between aoquiring and wsing Stocks

iratut bt
TEvARS i) FR)ERLL

on the one hand, &nd operating cash fows on the other. -
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2.7Mamrestatememsaffewngﬂ1emnsolldated - electricity and gas companies - E 47
- ————2004 income statement--- — ~—— - ~—-— - —om—1Q - - - :
. ] ‘ - 6.2 Healthcare coverage for employees :
2.8 Main restatements affecting the 2004 ‘ of the Electricity and Gas (IEG) Companies . 49
consolidated cash flow statements - Q 6.3 Changes in EDF SA's share capital _ 49
2.9 Accountting policies applied 21 6.4 “Emplovee Offering” . 1
2.10 Main restatements and their impact T ployee 9 : _
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:Consolidated financial statements

(i milors o euras) 2004
Sales . - . 10 46,788
Fuel and energy purchases - ' ' n (13488 - {13,485)
"Other external expenses - [ {8.748) (8.748) B
. Personnel expenses 14 0.045) (9,744}
Taxes cther than INCOMme taxes . 827 2827
Cther aperating income and expenses ) I 5% 514 ‘ 434
i n_mz-i_aﬂ i @,,,rg.‘,w e

s AR

- (1.3713)

090 .

Dscountespense . I 172 S son 2432 4.969)
Omerﬁnanctdiwnemﬂexpenses : 17.3 E@f’“ A - a3 1105

{1.072)

" Share in income of companies accounted for under the equity method oo w03 - .103

Net income from discontinued operations
i K e i
Group net income

{13} (13)

Net eamings per share in euros : : o 19 | 197 . :

Diuted earnings per shane in euros : o . 19 1.97. : - -

Standards IAS 32 and 39 on financiat instruments are applled from January 1, 2005. No restatements have been apphed to 2004 figures
(see note 3)

Pro forma ﬁnanual mformatlon for 2004 reflecting the impacts of the Law of August 9, 2004 at January 1 2004 are promded for purposes

' _of comparabiiity between 2005 and 2004 (see note 6),




{r mifons of euros) -

. 12.31.2005 01.01.2005° 12.31.2004
Goodwll ‘ ' l 20 g 531 . 5371
Other intanggible BSS2LS | 2 ! 1,288 1.288
Property, plant and equipment ] 22 =3 M 97,645 ) 97,645

o ﬁaﬁmsnmpamesacwnmrormuemqnmm | 23 o2 021Ee] 1 . 2203 - 2,198
Non-current financial assets | 24 o 8,118 . 7.434

I ;

149,531

12.31.2004

8.129

Provisions for decommissioning and for last cores
Provisions for employee benefits

I

Trade payables and other curment labllites payable |
Cusrent fnancial kabiities ‘ a
Current tax kablies - ) o
: |

[

|

Other abilities
Current liabilites

Liabilities refated to assets classified as held for sale
+TOTAL EQUITY AND LIABILITIES® ;

32278 34,726

151,459 ° ' 149,531

B@-?*. zzs 3&0,92%53

Paigs0d
170,914

i I
‘SxamamslAS?sZand390nfnandalirmmareapﬂiedhunlamay1.2(n5.Norestatawusr|QVQMmappliedm2(n4fgja(seeme3).

[ 1




n mions of ewros)

Operaung activities:

Impairmenls i .
»cmnmmuepredatmarnamtbn.pmm:smdmgemwm 8.480
Financial income and expenses ' 490
mmmwmmummmm 90
Capital gainsAosses 214)
Otherirmneardexpensesmun.neﬁeclmcash T90°
Change in working capital

Payment related Lo the pension reform
Payment related to Marcouie
TaxwmwmmmgmdedslmdeuopeanComnissm

Acquisition of comparies, net of cash acrpired . - 6.5 kmfz 951)@3 o7
Purchases of property, plant and equipment and intangible assets ’
Net proceeds from sale of property. nanlandeqﬂpmemammangbleassets

Changes in financial assets

© [ENet Gash Bow used i invest
Finanéing activities: -

 Issuance of borowings ' %E)Hz 510%5 . 3,865

Repayment of bomowings . . : ) . SR . 2aNEE (7,230}
Dividends paid by parent company : : | R | 321}
Dividends paid to minority erests Rl 46}
Capaal increase subscribed by minority interests : . Fm 27.‘2123 43
Increase in special concession lablites
Investment subsicies ]

Cash and cash equivalents - opening balance
Effoct of curency fucuations
Reciassfications upon applcation of (AS 32 and 39
Financial income on cash and cash equivalents
Effect of other rectassifications

_Cash and cash equivalents : closing batanca

Standards 1AS 32 and 39 on financial instruments are applied from January 1, 2005. No restatements have been applied to 2004 figures.
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Variation in consolidated equity

1
‘

tmpact of

c I . restatement

onsolidatcdi vransiation i to fair vatue . Equity Minority

reserves and @ ;g ciments of (EDF share) fl interests
net income financial ‘

A N instruments

T Equity at January 1, 200037 AT0s o 8020 W7, 2504 R SR R B e 0 A R SR R e 2
“ Netincome for the year
Dividends paid
Translation adjustments
Other changes .
tmpacts of the Law of August 9, 20040
' [ Equity at December 31, 2004 TR 8,129 00
Restatemnents for appication
of IAS 32 4 39 -
£ Ecuuity at afiuary 1, 20057200l 1 8,120 SRR L
Changes in the fair value of
_ avalabie-for-sale financial assets

Changes in the lar vahue of

hedging instruments®

Transiation adjustments -
“Empioyees offering™

417,167

)
636

"

o198

(i)As the financing reform of the special Gas and Etectricity Industry {IEG) pension system substantially came it effect at December 31, 2004, EOF reversed €49,755 miltion -
from provisions. A net-of-tax amount of €(2,392) million was booked in respect of the payments and contributions 1o preserve benefit enitlements, as was an amount of -
€{196) miflion in respect of other benefits for IEG personnel. e : .

(2) These changes rette to the application of1AS 32 and 39 45 of January 1, 2005. '

(3) At the Board af Directors’ meeting of October é‘l. 2005, it was decided to reduce the share capital by €7,316 million and to transfer an equivalent increase in mfmny
remaing unchanged. : , : : ‘

(4) On November 18, 2005, EDF SA increased its capital by an initial public offering of 187,869,028 shares with nominal value of €0.50, i.e. a total of €94 million, through a
guaranteed giobal placement with institutiona! investors in and outside Frante, and with private investors in Japan. and an open price offer to private investors in France.
On December 20, 2005, foliowing partial exercise by the banks of the uvem:lmnem option, EDF SA increased its capital by 8,502.062 shares with nominal value of €0.50"
each, i.e. a total of €4.2 million. The share capital amourits to €911 million after this operation, The proceeds from these subscriptions had an impact of €6,208 million on
. equity, corespanding to a €86,350 million increase in share capital, less related expenses of €142 million net of taxes. ' )

B 1

|

{5) See notes 6.4 and 14.




Electricite de France Is registered in France. lts financial statements at _Deoember'31, 2005 were approved by the Board of Directors
e on February.22,.2006..They.will.become.final.after. approval at.the general shareholders” meeting.to. be heid on June.9,.2006.

Note 1. Group accounting p'olic'iés

e ,".- . .:g";_(l..,_"o”.-_ . __"-1 L. 40‘__ \.“ s- fe e :_‘t_ . ol-__-‘o. .. "rrn".'o:'__,-:'_‘- R ..‘ -
Pursuant to European regulation 1606/2002 of |’ ] commerce, are contained In the Registration Docu-
July 19, 2002 on the adoption of international ' ment filed with the French Autorite des Marches {the

accounting standards, the EDF group’s consolidated "AMF ") on July 13, 2005.

financlal statements for the year ending Decem- .
ber 31, 2005 are prepared for the first ime in accor- The Group has opted for earty application of the fair
: dance with international accounting standards ~ value option from the revised IAS 39, “Financial
’ approved by the European Union for application at ] *" Instruments”, which becomes mandam for.financial
" that date, in compliance with IFRS 1, *First-Time years beginning on January 1, 2006.

Adoption of International Flnancial Reporting Stan-

dards", These international standards are IFRS (Inter-

national Financial Reporting Standards), IAS {Interna-
. tional Accounting Standards}), and the relevant
" interpretations issued by the SIC and IFRIC.

The following IFRS standards, amendments and inter- -
pretations likely to concern the Group were released,
but not yet mandatory, at Decemnber 31, 2005 and
the Group did not opt for early apptication:

—— .. ~—the Amendment to IAS 19, “Employes Benefits*
concerning reporting actuarial gains and losses,
group plans and disclosures, applicable for financial
years beginning on or after January 1, 2006: '

 These financial statements contain comparative infor-
mation for the financial year 2004 prepared on the
same basis, except for IAS 32 and IAS 39 on financial

. Instruments and IFRS 4 on insurance contracts, which

are appiied from January 1. 2005. Note 2 below ' - IFRIC 4 - determining whether an arrangementcon
describes the methodology and principles applied for 1ains a lease.

this transition, presenting figures for the impact of "The potential impact of these standards, amend-
e first application OFIFRS at January 1, 2004. . | ments and interpretauons is currently under assess-
Note 3 descrlbes the impacts of the transition to ‘ ) mem . .

IAS 32 and 39 on financial instruments at January 1, . Given the current context for financing dismantling
2005. ) . obligations, EDF considers that it is not concerned by

IFRIC' 5 interpretation, "Rights to Interests arising
from decommissioning, restoration and eswironmen-
tal rehabilitation funds”.

- The financlal statements at December 31, 2004 and
2003, prepared under French GAAP by virtue of the
_previous statutory provisions of the French Code du

Note 2. Impact of fi rst-tlme
appllcatlon of IFRS

»* - L4 -* * 18 - " L] * L} » - L
In compliance with IFRS 1, "First-Time Adoption of ' ' - feconciliation of the balance sheet and equity
International Financlal Reporting Standards™ (IFRS), : under French GAAP and under IFRS at lanuary 1.
the EDF group has prepared financial information for. [ .2004 and Decemnber 31, 2004;
2004 on the transition to IFRS, presenting figures for " - reconciliation of the incorme staternent for 2004,

the impact of the transition to IFRS on:

- the batance sheet at the transition date, l.e. Janu
ary 1, 2004;
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Reconciliation of consolidated bqla"hce sheet
:at January 1, 2004 (French GAAR/IFRS)
|

imatemntay " ASSETS, i

(n mdons of euras) ” g
. 01.01.2000 Mg 01.01.2004 . 01.01.2004
’ o ' ) ‘ * Changesin : French : ‘{;;asl
‘ _' . : ; R J presaniation. IFgg‘::r:;at . ""-;i“sl"“f’“'s IFRS
Goodwht |
Intangible assets ' ’ : 859 | 859 ' 92 951
Property, plant and equipment 99,012 | 99,012 128 99,140
m“’w accourned fof 2,146 | . 2,146 . @7 2119
Non-curent financial assets I @29 6.991 | 6,991
Defermed tax assets I 216 (58) 158
£ Non-current asseis s i tu ) 883 9755
Invertiories inchuciing work-in-process ' 6.924 | 6.924 k3] 6,955
Trade receivables . : 14,394 | - © 14,394 ; re 14,372
Current financial assets o : 3072 } 324 . 3,396 . . 3,396
Other receivables 4,780 [ - 4,780 : 214 4,566
Cash and cash eqmaiems 2523 ] - 2.523 {26) 2.497

146,844

% EQUITY AND LIABILITIES &

o millons of ewos) . -
01.01.2004 PR i 01.01.2004 B N 01.01.2004
i ) v : French o T;::S] ’
‘AR e . : ngg‘:Er::at "adjustments
Capital . ‘ 8,129
_Consolidated reserves and income 10,796 |’ - 10.796 ' {58,055) 47,259
§.Equity (EDF share) i 8,925 T T A5 SR 39,13
Minority intesests 915
Tt EqUItY 2D , SRR 0, gA0 SR G e
Prowisions for end of muciear fuel qde 14,658 , 63) 13,895 _
Pronsions for decommissioning and last cores 12,10 (3 12,098 ‘ -
Prowvisions ior empioyee benelits ’ 2.185 (113 2,072 T - 57,848
Other provisions . 3512 |
£: Noh-Curretit provisions SH400 TN 67,849 BT
Special concession iabiities {1.146)
Non-curment financial kabties |
Other Habiities ) -
Defered tax Rabities . : . 583 | - 2,859
i Non:current labilities i 57 ‘é»:ﬁﬂm 50517 % 728535 65,425 W IHEN TG 160,183 700
Provisions ' 4,580
Trade payables and other cument Hablities payabie 1720
Curent financial iabfities 5.891
Cument tax iabifties 1.042

Other kablities

Jhe main adjusunents for compliance with IFRS are described in note 2.5, “Main restatemem:s aﬂ’ectung the consolidated balance sheet at
. lanuary 1, 2004", - !

NB: Specific concession liabilities include the provision for renewal of property, ptant and equipment operated under concession, which was

previously included in provisions for contingencies and losses in the financial statements published; under French GAAP at December 31,

2004 (€14 640 million at December 31, 2004 and €13,939 million at January 1, 2004). i
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 Reconciliation of consolidated balance sheet
& at December 31, 2004 (French GAAP/IFRS)

12.31.2004 LN 12.31.200¢ [ - 12.31.2004
. ' French .:-:;asl
French . i GAAP in * adiustments’

. GAAP Y IFRS format J ‘ 1FRS
Goodwl , .. 502 S © 5,024 . 53N
Intangible assets . 1,181 - 1,181 107 1,288
Property, plant and equipment ‘ 97.407 - 97,407 238 97,645
nvestments in companies accounted for . . : :

Ser the equity method 2,187 - 2.187 11 2,198

Non-current financlal assets 7.594 ’ {160} 7.434 - . 7,434

200 - 200 T44 - 944

13,503 A Y (160 ST TR 11 3 433 K ATETI Z114,880%00

6.660 - - 6.660 h1: - 6,678
15,869 B 15.869 an . 15,782
T 2961 160 . 3121 - kRl
- 6,135 §5.920
3150

: e T
148,375 149,531

n('-‘-

12.31.2004

12.31.2004 AR 12.31.2004 _
- : £ Changes in French T:::;
French : presentation GAAP in . .
GAAP ol IFRS format adjustments IFRS
8,129 . 8,129
9,438 9.131) 307
T, e TR B SN e s A3 7
893 6 B99

RSB, 460 5 L 19,1 28) PERR T S 9,335 1
13404 - 13,494

12,367 ' - 12.367
{354) © 2,049 11,51 13.620
{2,397 . 3,999 - 1,999
A7 S U 13, B0) S R R 20,009 SEAV TN SEESON n 41,480 EE

- ’ 34.786 . {1.092) 33,694

Non-cument financial §abites : 25,785 . {4.898) 20888 . i - 20.888

‘ Other liabiities ' 4,844 6479

‘ Deferred tax kabiities 5,624 2929

| § Non-current liabiliues:z SR 96,051 E R 1 A E 1054705

- Provisions 3.810 4,525

| Trade payables and other curent Sabillties payable 9,118 - 101} 9,017 . 9.017
Curment financial iabiities - 4,898 4,898 1 4,899
'Curment tax kablitles - ' - " 404 . A - @ 395
Other Eabities ) 20,882 (5.147) 15,890

149,531

* The main adjustments for compliance with IFRS are described in note 2.6, "Main restatements affscting the consolidated balance sheet at December 31, 2004™.
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i Reconciliation of summary consolldated income statement

“for 2004 (Frenct GAAP/IFRS; L e

) X . French
French "Changes in GAAP in
:  GRAP sentation [l IFRS format

2004’

. Total
+ L IFRS.

adjustmenls

Sales S © aes | - 45,928 ? (40 46,768
Puschases and other external puichases - T {23.070} - N 22U
" Pesomelexpenses TTTReN [T @d T T el T ves T

* Taxes other than income taxes Cteesy | . pen’ -

Net depreciation and amortization - .18 | . . TR AT g
Net ncrease) decrease in provisions 1,573 | 1573 ; " ) R
“Impainments . : . - | ness {1.685) . 32 (1.373)

Income taxes (1.434 - ’ S 484 22 ‘ 1.072)

Amortization and provision on goodwi . me | 710 R -

‘Dwmmad;mmttsforourplmliFRSaedesmedmrmeZT 'mmmmm&emmmmmmm‘.

On finalization of the transition, certain |tems were reclassified belween *Other operating income and expenses™ and " Personne! expenses”,
leading to a €173 million increase in personne! expenses and 2 corresponding reduction in other operating expenses.
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R LI

Reconciliation of consolidated equity

liat December 31,2004 (French GAAPAFRS) . - .. - .. - -

impact of Equity
the law of {(EDF share)
August 9, 2004 at 12.31.2004

Minority
interests

IFRS adjustments: . ) . - :
IEG employees pensions {57,452 (1,310 agrss . (9.007) - . (9,007)
- Other {EG employees long-tern benefts  (2.323) 2 {196) . [2648) - {2.646)
Hydropowes concessions . ' 696 - B .- 696 - 696
Other adjustments related to concessions  (330) X * [55) - - {385) S . {385)
Connection fees . {1968 131 - - (2.099) - - 2099
Nuclear safety expenses S0 1133 123 ) - - 1.256 . - 1,256
Cancefiation of goodwil mostization - 348 - . - 348 - 1 349
deemed 1o be zero iy {676)
Othes adjustments (25) 5 {50)
i Total IFRS adfustments 5725 AR5 (60,080)575 S eI 12.562) 11
Tax impact on IFRS adjustments 2,926 3437

Equify under IFRS -+ 00 (39,130) -0

~ Other™ mainy comprises the payment of dividends to the sharehokders in 2004, and the changes I transiation aciustment aver 2004,
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'

Capitaliza-

Connec tion of
long-term N N nuclear Goodwill
< tion fons .
henpfits salety

expenses

5659 . .- ; I 40
intangible assets - 855 . - T - - - 92 - 92 951
Propenty. plant and equipment 99,012 - - b (80 - 1133 . (225) 128 99,140
for o Em'mmm_ 2,146 - | . - 5 @n @n 218
" Non-current financial assets 6,90 - - | - - C. .. - . 5,99
" Deferred 1ax assets ; 216 2.053 893 ) 450 - - 158
2 Non-Current assets 5 114,883 30 2,053 T < £34115,058
Inventories, Including work-in-process 6,924 . ! - - A 6,955
Trade recelvables 14,394 ’ | - - R 14,372
Current financlal assets - 3,3% - . |- . : o . - 3,396
Qther receivables : 4,780 - - [ .- - - S L] 214) 4,566
Cash and cash equivalents 2523 - Lo .- - - = {26) (26) 2,497

31,7864
146,844 N

Total

Other i :
Connec- " IFRS
long-term - . nuclear Goodwitl -
" tion fees adjust-
benaefits safety

. - 8129

Capial 8,129 . E )
Consolicated reserves and income 10,796 55,399 (1,630) {530 (58055}  {47.259)
& Equity (EDF share) ;18,825 745" (55,399) © 231 (1,630); 214 (530 224451 (58,058) 725, (39,130
015 - - [2) s {21 N3

219,840 227 (55,399) 4

‘of nuclear fuel cydle, - 25991 - - . . - - - - 2599
decommissioning and tast cores . B : : )
Provisions for employee benefits * 2072 55085 2216 - | - - - | ' 668 - 57,949 60,021
Other provisions j '
Speclal concession kabiities 33 682 | - - (1 146] - - . - . 148 - 32536
Non-current financial kabiities 19,714 - - |- Co- - . - - 18,714
Other Eabilties ) 5109 . - | - 1,968 - - (362} 1,606 615
Deferred tax fabiities 5,853 - - - | 28, - 390 : (3,502 (2.984) - 2.869

Li Non-cirrrent iabiities S3ijlissas o4,72g 2 {1,018) 571,968 390 e LTS5 425 AT150153Y
Provisions 2,087 - - . L ; m © 2493 4,580
Trade payables and other : . !
current iabities payable 7.720 L - o - . - . - - R0
Current financial kablities 9.890 - SR . - L 1 9,891

_ Curment tax labiities 1.042 C- - - . - - . 1.042

I - - L

Orher Rabiities B : 11,563 - L.

81 81 11.674.
23325 T

34,9084
146,844




Other
lang-term
benefits

Capitaliza-
tion of
nuclear
safety

cxpenses

Connec-
tien fees

Total
IFRS
adjust-
ments

Goodwll 5,024 . _ . . e 10 37 247 5,371
inangible assets other than goodwl 1,181 ) - . - - . . 107 107 1,288
Property, plant and equipment 97,407 - - {(780) - 1,257 - (239 238 97,645
Investments in companies accounted : } . : ’
for under the equity method 2,187 - - . - - 38 2n on 2,198
Non-current financial assets 7434 - - - . - - - <. 7434
Deferred tax assets T200 - 2517 738 . 45 495 - . - (2.051) 44 944

'>~495*5<fs,3,{,<1 2577

SR, 113)'..’:.;"&1 A4T 570 114,880

- - 18 . 18 6.678
- - - 87) {B87) 15,782
- - - : - 33
- - - 215) 215 = 582

1,156 149,531

Other
leng-term nuclear Goodwill
benefits sofety

. : cxpenses

Capial i AL - -
Consoﬁdamdr&servesarﬂh:ome 9,438 (6490 (1,908

17,567 3’3‘?" 7 (6,490) f‘;-i‘_:" 08 FREE S

Mhu'kyner&as
E-,Toibl Equity 50k faiaiy

Provisions for end .
of nuciear fued cycle, - 25861
decomissioning and kst Cores” - . .
Provisions for employee benefits 2,049 8,594 2.365 .- - - - 612 1M,571 13620
Omer uovnshns :
Special concession dablities -

o7 ;5251/\*“4(9-125)&‘;:'\’93351

. - . e - . - 25861

DA WI11,5715
(10320 33604

Non-curent financial Babiites ‘- - - 20,868
Other Eabiies . - " (4G4} 1.635 6,479
Deferred tax iabiities {3,255} {2695 - 2928
E-Total non-current liabilities G107)3755 81910870105 4707 -
Provsions - - 21 ns "4,525
Trade payables and other L
current Eabilities payable - . 9,017
" Cument financial iabiities - 1. % 489
Current tax kabiities - {9} 2] 395
Other iabliiies - 155 155 15,890
{s Cument Labikities RGBT S BE2MNY 34,726

TEQUITY AND LIABILIT!ES 2 348 (3.464) - 1,156 149,531

Oetallsofthetrarmmfm'nkermGMPtolFRSaeslmmmzz mlmmmmmmmmmmwn 2004 (French GAAPIFRS) "
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: Main restatements affecting the consolidated 2004 income statement

» Other ol
lotig-term s - nuclear Goodwill
benefits N ] safety |

[ 3 . + oapenses

Purchases and ather ' . B | - K -
extemnal purchases (23,010 - 605 - - - 230 : 1 836 {22,234
Personnel expenses {9,756) 1,114 .35 | - - - - (137 1.012 (8.744)
Taxes other than income taxes 2827 - B | . - : . i (2.827)

T - T 1 - 39 {126) {4.842)

- - b - - N2 - Nnz2 L3713

- S - - - - - - {9

: 938 119 Rt g S L sUAe L e _;ggf“:m:a‘f*

rmammm 218 (3029 ey | i - - - (3) By (. 247) (s 432)

In ‘ : - 5
Share In income of companies K ] . B - . . 33 . 3 35 103

[1)Detﬂ|lsoftrlenamumhanrermGAAPwlFRSamsrmmmm23 mllmmdmmmimmﬂfmmﬁmwwﬁ)
{2) On finalization of the transition, certain iterns were reclassified between ~Other operating income and expenses™ and Personnelexpenses Ieadmgma€173miltmmaasem

wmﬂmaMawmﬂmmnmianwgm




EDFfFinancial Statements 2005
Consolidated financial statements.

fn miions of euos}
. Fronch
GRAP CD'n!:es-
in IFRS Sions
format
Operating activities:
oo e 2::;‘:‘; 3463 (o 2753 (39 (2] B9 03 - 2T 30 W 1580
Impairments - 1685 1,685 - - - - - 312) - 1,373
il ‘m‘?;nmmmmm‘m 7930 (979 688 130 27 s - 107 - .08 a4
Financial income and expensées . 482 - 482 - - - . - 3 5 490
Dividends received from . . ) ’ ’
companies accounted 90 - L) - - - - - .. B |
for under the equity method : - )
Capital gains/losses efmination (260} - (260) - - . - - - 46 {214
Other income and expenses . .
without effect on cash”® . %0 i %0 ) - ) N i i i 0
Change in working caplial 318 - 318 - - - - 24 473
et cash flow from| operatbunswa;q 211350 12113 s : : i SRy *zaug%ﬁ\ﬂe{'&;’ﬁmﬂﬁﬂ 112,362
Net financial expenses disbursed - (1.096) - 1.098) - .- .- - - - - (1.096)
—income 1axes paid -(2.047) e 2T —— - — - —— s s e e - (2.047)

(1,224) . . L . - 0,228

@10 - wne - - - - . @0 . - - {940
{1.116} ’ - (1.116} - - - - - ' - - {1.118)

Repayment of bormowings - A {7.2300 . (7.230) - - - - - - - - (7.230}

Dividends paid by parent company (321} - {321} - - - . - - . (327)
Diidends paid 1o minority interests {46) - 48) i - - o . . . N 145)
Capital ncrease in cash 43 - 43 - - - .- . R - 43
Increase In special . . - - I , . oo
conCession accounts 174 ) 174 0 ) L T ) ° . 174
Investment subrsidies 31 - - n - - P . - -

- Net cash fow from 7%

E fmancmg activities -
Net mcreaserin cash

Effect of currency fuctuations 21 - 2 - - . - . - . 21
Effect of o(her reclassifications H 11 ‘
- Ty

®

* Impact of the protocol for dismantfing of faciities at the Marcoule site.




: Accounting policies applied

1
- actuarial gains’ ‘and Iosses on the provision for
employee Deneﬂts in excess of 10% of the obliga-
tions or plan_assets whichever is higher (the "cor-

: X —
The notes below describe the first application by EDF,
- . of IFRS policies and methods to 2004 accounts.

29.1 Optlons and exemptlons under [FRS 1

iFRS 1,- which provides guidance on the ﬂrst-ume -
adoption of IFRS, allows cenain exemptions to the
general principle of retrospective application of inter; ~
national standards. In this context, the EDF group

" -chose the following options:

- business combinations prior to January 1, 2004
are not restated retrospectively in the openlng bal-
ance sheet;

- cumulative -transiation differences resultmg from
- the translation of a net investment in a forelgn
entity that were previously included. in equity as
*translation adjustments” are deemed to be zero - -
and transferred to consolidated reserves; "

- actuarial gains and losses on employee beneﬂtls
that were previously unrecognized under the “cor- ’
ridor” approach were recognized in the balance
sheet at January 1. 2004 under the provisnon for
post employment benefits", and the correspon
ding adjustment was recognized in consolldated
retained earnings; - '

- the EDF group’s accounts continue to include the
effect of certain revaluations of property, plant and -
equipment carried-out prior to January-1-2004-{ -—

These options apply to Group entlties that did not
previously publish financial statements under IFRIS
For ENBW, whose financial statements have,con'l- ‘
plied with IFRS since 2003, these options have not |
been applied in the EDF gruup consolidated fi nancuai
statements.

Financial instruments are recorded under French
GAAP for 2004, as application of IAS 32 and 1AS 39
‘only became mandatory from January 1, 2005.

2.9.2 IFRS options applied

The Group applies the following options injits

accounting policies:

- since the Group did not decide to apply the fair
value measurement option, property, plant and
equipment and Intang:bie assets are carried at -

. amomzed cost; . |

rigor *)are-recognized-in-the-income-statement

progressively over the average residual warking life

. of the company’s employees:

- borrowing costs incurred to finance property. plant.
and equipment are charged 0 expenses;

- companies -controlled _|0|ntly are proportionally.

consolidated; !

- investment subsidies received by Group companies '

are recorded as liabllities and recognized in the . -

income statement over the same period as the

depreciation and amortization on the_assets they

were used to finance,

293 Presentatlon format

In the 2004 income statement the line "QOther
income and expenses corresponds to ltems of an
unusual nature, oF amount. and includes the net
Impact of the protocol for dismantiing facilities at the
Marcoule site (€(190) million).

Reclassifications concerned the following:

- net increases/decreases to provisions were rectassi-
“fied & expenses according to nature:

- the net mcrease in goodwill amortization and pro-

_ visions was entlrely reclassufled as impairment
losses. )

In the balance sheet. the following presentation was

‘used:” e

- 2l deferred taxes (ESSBTS and liabilitles) are classi-
fied as non- currem.

- assets and labilities contributing o worklng capital
used in the entity's normal operatlng cycle are clas-
sified as current; o

- in liabilities. the special concession accounts and
the provision for renewal of fixed assets are .-
merged together under the heading ~Speciat con-
cession hablllty classified as non-current. Within
current liabllities, “Current tax liabilities” are
reported seperately from *Other fiabilities™.

The balance sh'eet presents assets and liabilities that
are not related to the normal operating cycle as cur-
rent if they mature within one year. and non-current
if they mature efter one year,




Main restatements

and their impact on equity
fat January 1, 2004 and

: December 31, 2004,
=1 and on 2004 net income

2.10.1 Electricity and Gas Sector (IEG}Apensio.n system

In accordance with IAS 19, "Employee benefits™, the
Group books provisions ta cover the cost of all post-
employment benefits that qualify as defined bene-
fits, and all other long-term benefits {for & detailed
description, see note 31.4). These provisions are esti-
mated by the projected unit credit method as
required by |AS 19,

The pension financing reform-introduced by the law

of August 9, 2004 is reflected as follows in the com-

parative financiat statements for 2004 under IFRS:

- before the Impact of the reform, obligations at
January 1, 2004 totaled €60,677 million. These
obligations are covered by a provision of €57,452
million, net of external fund assets with fair value
of €3,225 million at January 1, 2004, through an
adjustment to consolidated reserves;

- the obfigations at December 31, 2004 reﬂect the
effects of the reform as follows:
= in view of the financiat agreements signed

between the CNIEG and the French Standard
Pension Organization (Caisse Nationale

" d*Assurance Maladie - CNAV) and the additional -

pension bodies, AGIRC or ARRCO, to cover
“basic” entitiements, the system is treated as a
defined-contribution plan, as these agreements
ptace the Group In the same situation as compa-
nies affliiated with the general system; as a result,
no provision is recognized for the corresponding
obligations, as 1AS 19 stipulates. For information,
the exceptional contributions payable in respect

of employees in the deregulated activities are
recorded under liabilities and provisions for con- *

tingencies and losses In the French GAAP 2004
consalidated financial statements at Decem-
* ber 31, 2004 in the amount of €(3,683} million;
specific past benefits for employees in the regu-
lated activities (transmission and distribution) at
December 31, 2004 €(16.3) billion, and excep-

tional contributions payable to the basic and
additional pension systems aré financed by the
‘CTA (Contribution Tarifaire d"Acheminement)
levy on electricity transmission and distribution
services, and no longer by EDF; consequently. the
Group no longer records a provision for these -
" obligations;

= the Group remains liable for specific past benef‘ ts
- for employees in deregulated activities {genera-
tion and supply) as measured at December 31,

. 2004, which are fully covered by a provision in
the financial information under IFRS at Decem-
.ber 31, 2004 (€9,007 million, net of external
fund assets).

" Consequently, the special [EG pension system financ-

- ing reform ted to the reversal of €49,755 million
from opening provisions, recorded in equity at De-
cember 31, 2004, The pre-reform pensian expense is
recorded in the income statement.

Changes in the provisior( for IEG pensions for 2004

are as follows:

n miions of euros) : .
“Discounted value of obgations at January 1, 2004, - 60,677
Past senvice cost ) ) 1.212
Interest expenses ' 3.094
Benefits paid (2,434
Actuarial gains and losses ariginating in the perbd 5,945
impact of the financing reform at December 31, 20040 (54,529

| Pension obligations a1 Decernber 31, 2004'post reform 20%:13,065 £
Pension plan assets at December 31, 2004 ) (3,800) .

Actugrial gains/losses at December 31, 2004 post reform  (1,156)

ﬁ Provision for pensions at Dé‘cévﬁh’él" 31720045 Mp AiME 9,007 55

'(1)The amount reversed through equity (€49, 755 miltion) ulmspoms to the impact

of the reform on obligations (€54,529 miltion) and the share in associated actuar-
al gains and losses (€4,774 million).

2.10;2 Other IEG employee benefits

In compliance with LAS 18, “Employee benefits™, EDF

also books provisions to cover the cost of other post-

employment benefits that qualify as defined benefits,

and all other long-term benefits (for a detailed
- description, see note 31.4).




In view of the provisions already booked under French
GAAP, an additional provision of €2,323 million, cal- |,
culated using the projected unit credit method. was
recognized In the accounts under IFRS at January 1,
2004. This mainly relates to benefits in kind in the

form-of energy.-annuities paid-to retired.employees as

EDF/Financial Statements 2005 SR ::: :

2.10. 3 EDF SA's hydropower concessions
!

In aa:ordance with standards IFRS 1 ~First-time adop-
tion of IFRS", IAS 18 " Property, plant and equipment”

and IAS 37, "Provisions, contingent liabilities and con-
tingent assets”, EDF eliminated the grantor's interest

a result of industrial accident or work-related lliness, |-
and the exceptional complementary pension charge.
Details are as follows at December 31, 2004:

fn milions of euos)

|
Benefits in kind - energy 1133 |
Mmmrmmmmuammmg 663 |
- Retirement gratutes ) . 488 1}
" Exceptional additonal pensions 338 |
Bereavement benefits . w2 |
Bonus paid leave ;. IRy
Cost of studies indemnities - ©O36 !

i

Discretbnatybenefnfdrasbesws-retatedm 16

Lorgmbemﬂtoblgamnsﬂong servceawads e(cl
Unrecognized actuarial gains and losses

(d\angeshdscmmmtehmms%mds‘)ﬂ (169 I
. 5 !-.‘ ,
Prmisionalreadyreou'dedundetFrmmGMP ) 278} |
Sodalsectnlydna:gesmomainemﬂcuee ' 154] i

beneﬁtsasaresndmerefmn

Concerning the reform of the additional healthcare :
benefits regime, described in note 31.4.2, the pre-
existing obligation could not be measured because
the accounts for the respective sections concermng

-current and retired employees had not been sepa
rated, and no sufficiently detailed and reliable hnston
cal statistical data were available. Consequently, thls
obligation is not recognized in the IFRS financial infor-

- mation presented at the transition date andl at-
December 31, 2004. The regulations adopted in Feb-
ruary 2005 introduced a defined-contribution plan!
for active employees and no longer require EDF1 to
contribute to the financing for retired employees.
thus releasing the comparty from all such obligations.

- in concessionary plant fecilities totaling €1. *476 mil- .
lion, which con5|sted mainly of a cumutative revalua-
tion surplus recognlzed on asset revaluations carried
out in 1959 and 1?76 that does not represent a liabil-
ity to the concession grantor, as foliows:

- the difference generated by the 1959 revaluation’
was eliminated through an adjustment to equity at
January 1, 2004 resulting in a €696 million
increase In equity:

= the difference generated by the 1976 revaluation
was charged to the net value of the relevant
assets, resulung in a €780 million- decrease with
- No impact on equity.

These restatements had no impact on 2004 net
income under IFRS.

2.10.4 Other reetatemer?ts related to concessions

In accordance with IAS 37, ~Provisions, contingent
'liabilities and contingent assets”, most other restate-
ments that were 'applied in preparing the comparative
figures for 2004 under [FRS relate to non-renewable
assets and rural electrification assets, as follows:

- & provision for, renewal, based on 20% of the dif-
ference between the replacement value and the
orlgmal value, was recorded for the first time with
respect to rural electrification assets to be renewed’
before the enld of the concessions. The provision .
reflects EDF obligation towards the grantor, and
the 20% proportion applied corresponds to the
average level of financing by £0F historically
observed to date with respect to these facilities;

- replacement of the amortization of EDF financing, .
by industrial deprecnatlon on the portion of assets
financed by £DF: €DF's financing of assets under
concession is now amortized over the asset’s useful
life rather Lha;n the residual duration of the conces-
sion. Consequently, amartization of financing of
non- renewable assets was replaced in the compar-
ative fi gures under IFRS for 2004 by industrial
depreciation of the pomon of assets financed by

- the operator

The impact on equity of these restatements is
included under "Other restatements related to con:
cessions™ in the table showing the transition from
equity under 'French GAAP to equity under IFRS
{note 2.4). This impact amourts to €(330) million
before Laxes at January 1, 2004 and €(385) million at
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Consolidated financial statements.

December 31, 2004, giving a total pre-tax impact of
" €(55) million on 2004 net income under IFRS.

e .
- -PRE-TAX IMPACT

fn mitions of euros)
[ —— 01.01.2004 2004 12.31.2004
. i Net income
Net increase L0 provisions - . : :
provision tor renewal {314 24 . (338

- of rural electrification assets

Net increase to provisions - infroduction )
to replace 18 31} (47

" of ingustrial

2.10.5 Connection fees

When a customer is connected to the network
(mainly at the “blue™ tariff), a standard connection.
fee is charged. Under French GAAP. this fee was rec-
ognized in Income at the invoice date. In application
of IAS 18, "Revenues”, it is deferred and taken to
income over an average 20-year period. This adjust-

_ment has a negative impact of €1,968 million

{€1,518 million net of taxes) on equity at january 1,

2004, and decreases sales by €131 million, reducing '

2004 net income by €86 million,
An amount equal to the income canceled was

_recorded as deferred income under " Other liabilities™.

2.10.6 Nuclear safety expenses

In accordance with 1AS 16. "Property, plant and

equipment” (revised December 2003), certaln nuclear -

safety expenses are capitalized. This applies to
expenses incurred as a resuft of legat and regulatory
obligations, where non-compliance is sanctioned by
administrative prohibition on gperation. Under French
GAAP, until CRC (French Accounting Regulation
- Committee) regulation 2004-06 on the definition,
recognition and measuremnent of assets is applied
(stanting with accounts opened on or after January 1,
2005}, these expenses are written off as incurred. E

The restatement relating to EDF's nuclear power gen-

eration plants results in a €1,133 million increase in

opening equity (€743 million net of taxes} and has a
- positive impact of €123 million on the 2004 net
incoms (€80 million net of taxes}. ~

This capitalization of nuclear safety expenses gave rise
to a corresponding reduction in other external
expenses. -

2.10.7 Canceliation of goodwill amortization

In application of [FRS 3, "Business combinations™,
goodwill is no longer amortized as of January 1,
~T2004. Impairment tests are applied in accordance
with |AS 36, "Impairment of assets”, to determine
7T 7T whether any impairment losses should be recognized.
Cancellation of goodwill amortization had a positive
impact of €348 million on 2004 net income.

2.10.8 Translation adjustments deemed to be zero

Translation adjustments were permanently trans-
ferred to consofidated reserves at January 1, 2004 for
~ €(1,865} million, '

2.10.9 Actuarial gains and losses deemed to be zero

Unamontized actuariat variances at January 1, 2004

_ relating to foreign entities that already recognized

“their pension commitments under the "corridor”

approach were deemed (0 be zero and charged to

opening equity. This had a negative impact on equity

* of €(711) milllon before taxes, and €(512) million net

of taxes. This adjustment mainty concerns EDF Energy
and Light.

2.10.10 Deferred taxes

The restatements for compliance with IFRS generate
timing differences giving rise to potential deferred tax .
“ assets totaling €4,779 million at December 31, 2004
_ for EDF SA. In view of future reversals of negative tim-
ing differences and the forecast taxable income for
the period 2005 to 2010, the Group estimates the
recoverable amount of deférred tax assets to be
€3,795 million through EDF SA’s French tax consoli-
dation regime. A deferred tax asset of that amount is
therefore recognized in the balance sheet at Decemn-
ber 31. 2004. It is offset by deferred tax liabilities of
€3,075 million {included in *Other restatements” in
the reconciliation table in note 2.6).

2.10.11 Main restatements affecting
the cash flow statement :

The capitalization of safety and environmental
expenses led to reclassification of outfiows that were
previously included in cash flows from operating
activities {pre-tax income of consolidated companies)

~as cash flows from investing activities (purchases of
property, plant and equipment and intangible assets).
The amount concerned is €230 million. .
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‘ ' As of January 1, 2005, the Group applies standards
! 1AS 32 and 39 concerning financial instruments. Thts
' has two types of Impact on the opening balance sheeL

to thé categories defined by 1AS 39;
- revaluation differences on financial instruments
resuiting from application of the valuation methods

tives in the balance sheet.

From January 1, 2005, the valuation and accounting

methods for financial assets and fiabilities are those

defined in 1AS 39, "Financial mstrumenrs measure-
_ ‘ment and recognition”.

" ing from application of [AS 32 and 33 during the sec-
ond half-year of 2005, the balance sheet at January 1
2005 as published In the financial statements at
June 30, 2005 has been modified. The individual and
overalt impact of these comections on the prevlomty
published ﬁgures is marginal.

Application of this standard has led the Group ltd
reclassify its financial assets and liabilities and value
them under the pnncupies presented in note 4.14.

Y

1 Reclaésiﬂcations

Jorearzagms

3.1.1 Financial assets and liabilities carvied at fair

This category results from the reclassification of: |

~ the fair value of derivatives corresponding to energy
trading transactions previously included in “Trade
receivables” or "Trade payables™;

- securities used in cash management (commercial

three months);

acgrued interest on these swaps, for swaps classified
as derivatives held for trading.

3.1.2 Held -to-raturity investments

- reclassifications of financiat instruments accordmg .

" - required by the standard, and recognldon of denva-'

Due to the fnahzamn of certain restatements resuit- '

value with changes in fair vaiue inciuded in income

paper and investment certificates maturing in over X

- foreign exchange gains and losses on swaps and .

There was no significant reclassrﬁcauon inthis category'

fu’l ;

' EDF/Financial Statements 2005

~ Note 3. Tran5|t|on to standards' IAS 32
~and 39 concernlng f nancial mstruments

‘s ,c“

- e

Jo"i e ‘#,c #:7

_;c .8

3.1.3 Available-for-sale flnanclal assets

Non- consoildated investments, EDF SAS dedncated assets,
EnBW's reserved f_unds and other financla! securities previ-
ouslty classified as short-term financial assets {debt securl-
ties, equity securities and monetary investment funds),
inctuding "liquid” securities with original maturity of over
three months, have been reclassified as available-for-sale
financial assets. i '
3.1.4 Positive and negative fair vatues
of hedging derivatives.

- Foreign exchange gains and fosses on swaps classified as
hedges and actrued interest on such swaps have been
reclassified to this category.

*

3.1.5 Loans and fi nancia] receivables

Assets previously reported & "Other long-term investments™
have been reclassified as loans and financial receivables.

3.1.6 Cash and cash equwalents

Short-term fi nanclal assets maturing within three months
have been reclassif ied as cash equivalents.

3.1.7 Financial Ioans and debts

There has bemnosngmﬁcant redass:ﬁcatmofmﬂnanaa!
koans and debts lnclucled in financial liabilicies,

Impacts of changes in valuation
: method

As a result of révaluation of financial assets and liabilities
in application of 1AS 39: '
= valuation at historical cost 'or acquisition cost has been
replaced by statement at fair valug or amortized cost;
- restatements to fair value mainty concern avallable-for-

sate financial-assets and financlal assets and liabilities
_ carvied at fair value with changes in fair value included
“inincome; '

- derivatives previously unrecognized under French

GAAP are now recogriized in the balance sheet.

Congcerning derivatives, in contrast to the French princi-

ples applied until December 31, 2004 whereby onty for-
- eign exchange gains and losses on swaps and accrued
interest related to those swaps were recognized in the
. balance sheet! all derivatives are now carried in the bal-
ance sheet, at fair value.

E X
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‘EDFIF inancial Statements 2005 ) -
::Consolidated financial statements

: Impacts. at-January 1, 2005

FLeTiTy I

3.31 Reg:onciliation of the balance sheet at December 31, 2004 unde_l: IFRS with the 'opening Ealance sheet
at January 1, 200_5 ) : .

fn milions of euros) P .
) . j Reclassifications Valuation under 01.01.2005
' : IAS 32/39 IAS 32/39

Goodwil

Intangible assets other than goodwil

Property, plant and equipment

vestments in companies accouried for .

under the equity method - 2198 .- 5 2203
Non-cument financial assets - ) 332 7434 - 13 &N . 8,118

Trade recelvables 132 15782 - : (2.051) 2 13.733
Curent financial assets ‘ L - 332 KAV 2.210 T 299, - 5,690
Other recetvables : 5.920 {(54) - & - 5.863
Cash and cash equivalents ‘ T 334 3150 . &8 ® - 3.820

" FCiTenm assats )i et Gt o R S R S B T MY N R 290 AR A 35, T B -

151,459
Lo

Reclassifications Valuation under 01.01.2005
1AS 32/39 IAS 32/39

Special concession kablities ) ' 33,694 . - " 33.694

Non-custent financial Labilties : 333 : 20,888 : . A7 (299) 20636,
Other labilies : 6.479 (46) 5 . 6,438
Deferred tax Eabities . : : 2929 . ' 268 - . 3217 .
Trade payables and other curen kabilties payable : 333 ' 9017 | . {2.346) - 8 - 6.663
Curent financial Rablites : 333 4,899 4,466 304 9,759

* Cument tax kzblites ) . 395 - - . 58 453

Other kabilties . ' ) i 15,890 I V] - 15.878




3.3.2 Current and non-current financial assets

"Current and non-current financial assets” Increased from €10, 555 million to €1 3.808 mlll:on as a result of appllcauon of I1AS 38.

Details are as foliows:- —

.,12.31.2004

01.01.2005

; Valuation
under 1AS 39
at 01.01.2005

Reclassifications
for compliance
with 1AS 39

Non-consofidated investments 1.304

“Investment securfiies 4,945 {4.946)
Othes investmerts 182 nezy - -
Other long-tem financial 2ssets 1,162 nea -

Short-term financial assets

Avaaaue-lor-sa:e financial assets : ] - 839 T 568 8,967
andalassetscmiedauafvauewuhdlangeshtaivabetumdnrmqe ‘ 2,837 i 183 3,020
Heki-to-matunty svestments ' | 7 IR 17
. Loans and financial receivables ' A [ 113 2 1.140
Positive fair vaue of hedging derivatives ' | . “ e - 664

_{3) €7,434 million non-current, €3,121 rnmnun et
(b) €8, 118 million mrmnent. €5,690 million curment.

]

The net impact of reclassifications of financial assets .
in accordance with the categories defined by IAS 395
€2,283 million, mainly comprising:

- €2,505 milllon representing the positive fair vallue
of EDF Trading’s derivatives. reclassified from trade |
receivables to financial assets at fair value;

- €(6B0) million of marketable securities reclassified
as cash equivalents.

" The impact of valuation of financial assets under
1AS 39 amounts to €970 million, comprising:

- €568 million due to revaluation of avai!able-for-sale
financial assets: this is the difference between the
market value of available-for-sale financial asslet.s

- and the historical cost of the financial instruments
classified in this category. R

13,808+

-~ €183 million due to revaluation of financlal instru-"
ments clasif‘ ed as financial assets carried at fair
value with changes in fair value included in income, -
mainly oorrespondlng to. ‘

« recognition of options and warrants Concerning
Edison (€94 million);

- the fair vallie of other derivatives held for trading
{approximately €220 milllon) conterning com-
modity contracts that qualify.as derivatives under
IAS 39;

» the impact of elimination of commodity contracts
internal to the Group (€(138) million). .

€217 mitlion for the fair value of hedging deriva- -
tives, including €174 million for hedges of net
investments by EDF 5A in foreign entities.
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3.3._3 Financial liabilities

" Negative fair value of derivatives held for trading

Reclassifications Valuation 01.01.2005
for compliance under IAS 39
with IAS 39 at 01.01.2005
Finandial loans and detrts 25,7187 a8 . (208 25,909
35688 ‘ . 216 3,904

" (a} €20,888 million non-curmerk, €4,899 million current, -
(b} €20,636 million non-current, €49,759 million current.

The net impact of reclassification of financial liabili

ties, amounting to €4,513 million, breaks down a5 -

' follows:

-€2,346 million corresponding to the negative fair. -

value of EDF Trading’s derivatives hetd for trading,
previously classified as trade payables;
- €1,227 million for the provision recorded by EDF SA

in respect of [EB shares and a provision related to

share repurchase commitments for EDF SAS put and

call options, reclassified as derivatives held for trad-

ing; : '

- €454 million for securitization of EDF Energy's trade
receivables, reclassifled as financial debts.

The impact of valuation of financial liabilities under

IAS 39 amounts ta €95 million, comprising:

- €(296) milfion due to valuation of liabilities at amor-
tized cost. including €(206) million concerning the
ioan from the French Atomic Energy Commission
(Commissariat & I'Encrgie Atomique - CEA) to EDF
for the initial financing of the Creys-Malville power

_ plant; . s . '

- €216 miilion due to valuation of derivatives held for

" trading. including commodity contracts classified as
_derivatives (€28 miliion) and embedded derivatives
(€42 milllion); . '

- €175 miilion due to valuation of hedging deriva-
tives: €40 million for commodity contracts classified
as hedges, and the balance for interest rate and cur-
rency swaps classified as cash flow hedges.

30.395%

3.3.4 Cash and cash equivaleﬁts

The reclassifications to this category, amourting to
€678 million, mainly concern marketable securities
previously recorded as short-tenm investments.

© 3.3.5 Equity

“The impact on equity of application of IAS 39 at Jan-
uary 1, 2005, after tax effects, amounts to €634 mil-
- lion (EDF share: €636 million).

3.3.5.1 IMPACT ON CONSOLIDATED RESERVES

The impact on consolidated reserves amounts to
€366 mitlion net of taxes. including €366 million for
EDF SA, €61 million for subskiiaries, and €(61) mii-
tion in intescompany etiminations.

For £DF SA, the main components of the Impact are: -

- €219 million due to valuation of Habilities at amor-

- €94 mition (n adjustments to impairment of finan-
cial assets classified as available for sale;

- €205 million due to recogniticn of unrealized gains
on derivatives (including €69 million comesponding
to the fair value of [EB/Edison derivatives);

.- €(159) milllon in taxes.

For the subsidiarles, the €61 million impact is princi-

pally due to valuation of financial assets at fair vatue,

and recognition of embedded derivatives.

Finally, at Group level, eliminations mainly concern
internal profits on commaodity contracts.




3.3.5.2.IMPACTS.ON -GAINS AND_LOSSES

€363.million, tncludmg €48, mlllion re!atmg to Edi-

ON FINANCIAL INSTRUMENTS DEFERRED
IN EQUITY

The €274 million impact on gains and l0sses on
* financia! instruments deferred in equity breaks down
as follows:
- the' impact resulting from adjustment to falr value{

of available-for-sale financial assets amounts to? o

son shares; = !

- the impact of gains and losses on hedging instru-
ments recorded directly in reserves amounts (o
€(89) million and concerns commodity contracts

" classified as cash flow hedges, and interest rate
hedging swaps. )

'Note 4. Summary of accountlng
and valuatlon methods |

Management estimates

The preparation of its financial statements requires
the Group to make its best estimates and usg
assumptions that affect the book value of assets and
fiabilities, information on contingent, assets and Ila-
bilities, and the book value of income and expensels
recorded for the period. The figures in future fi inan-

cial statements may differ from current estimates -

due to changes in these assumptions and economic
conditions. - o

Sensitivity of accounting methods involving the use of
estimates by the Group: . '

4.1.1 Nuclear provisions

Provisions for end of nuclear fuel cycle, decommis-

sioning and last cores are sensitive 10 assumpuons ’
concerning costs, inflation and discount rates, anld 3
disbursement schedules. These provisions are reval-' '

ued at each reporting date. and amounted to
€27,888 million at December 31, 2005.

4.1.2 Pensions and other long-term
and post-employment benefits '

The measurement of pensions and other long-term
and post-employment benefits Is particularly sensithlfe
. 1o assumptions concerning discount rates and wage

increase rates: The corresponding provisions
amounted to€14,572 million at December 31,2005,

4.1.3 Goodwill tmpalrment

Impairment t&sts on goodwill are sensntive 10 assump-
tions used in medium term financial forecasts, and -
assumptions concemmg the expected rate of return.
The net value of goodwill was €7,181 miltion at
December 31, 2005.

4.1.4 Energy and delivery not yet metered

As explained ininote 4.8, the quantities of energy .
delivered, but not yet measured nof billed, are catcu-
lated at the reportlng date based on consumption
statistics and selllmg price estimates. These estimates «
are sensitive to the assumptions used in determining
the portion of sales not billed at the closing date.

- 4.1.5 Valuation of obligations concerning French

public distribution concession assets to be replaced

"As mentioned in note 5, in view of the specific nature
of French public distribution concession contracts.
the Group has dpted for a valuation consisting in the
amount of contractual agreements as calcutated and -
disclosed to the grantors in the annual business
reports, as far 'as the presentation in the balance
sheet of its obligation to renew property, plan and
equipment is concerned. An alternative approach,
based on the discounted value of future payments
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necessary for replacement of these assets at the end
of their industrial useful life to be representative of
EDF's contractual obligations to finance the renewal .
of assets at the end of their industrial useful life o
the benefit of the grantor, would result in a different.
representation of the obligations towards grantors.
The impacts this alternative approach would have
had on the accounts are shown in note 5 for infor-
mation. Whatever valuation method is used, meas-

. __urement of the concession llablity concerning assets
to be replaced is notably subject to uncertainty in
terms of cost and disbursement dates.

: 'Change in estimate

At January 1, 2005, the Group decided to extend the
.. useful life of EDF SAs non-nuciear power plants from
30 1o 45 years, as a result of the adaptation and mod-
- ernization of these plants over the period 2004-2008.
* This does not concern plants covered by environmen-
tal regulatory constraints and scheduled for shutdown
in 201 5. : -

Consohdatlon methods

Anid e sa el

A i)
5 AAT EV T w1y

Companies in which EDF has exclusive control are

fully consotidated. Exclusive control means the power
"to govern the enterprise’s financial and operating

policies elther directly or indirectly so as to obtain .

benefit from its activities. Exclusive control Is pre-

sumed when EDF directly or indirectly holds more
'than 50% of the voting rights.

Companies that EDF jointly controls are proportion-
ally consolidated. Joint control means sharing con-
" trol over a company jointly operated by a limited
- number of partners or shareholders, such that the
. operating and financial policies result from their
mutuai agreement

Companies over which EDF exescises significant influ-
ence are accounted for under the equity method. EDF

s considered to exercise significant infiuence when it

holds at least 20% of the voting rights of the consol-
idated company. Significant influence Is demon-
strated by participation in the financia! and operating
polities of the company without controlling it.

Companles accounted for under the equity method
are carried In the balance sheet at historical cost,
adjirsted for the’ share” Of et assets ‘generated after
acquisition, less any impairment. The Group's sharg in
net-income-for-the. period.is-reported-under the

" income statement heading Share in income of com-

panies accounited for under the equity method ™.

. Voting rights that are potentially exercisable at: the
"closing date, even.by another party, are taken into

consideration in determining the level of control over
a subsidiary. '

' The results of companies acguired (disposed of) dur-

ing the year are recognized in the Group’s consoli-

" dated income statement from (until} the date on °

which control is transfermed.

_ Any significant transactions between consolidated

companies and unrealized internal profits are elimi-
nated.

i Presentation rules ~

Assets and liabilities of dissimilar natures or functions
are disclosed separately.

Assets and lisbllities contributing to working capital
used in the entity’s normal operating cycle are classl-
fied as current. Other assets and liabilities are dlassi-
fied as current if they mature within one year of the
closing- date, and non-current if they mature more
than cne year aftes the closing date.-

The Income statement presents items by nature. The
heading "Other income and expenses™ above the

'EBIT records iterns of an unusual nature of amount.
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2 Sales

5 Translauon of foreign companies’
1 financial statements -

The balance sheets of foreign companies are trans.
lated into euros at the closing rate. Income state%
ments and cash flows are translated at the average .
rate for the period. Resulting differences are recog!
nized in equity under the head:ng “Transtation adjust‘

ments”,

Sales essentlallj comprise income from the sale of 7

energy and services, which mainly include energy
transmission and dsstrlbuuon samoes

The Gmup aocounts for sales when:
- & contract exists,

- Currency translation differences affectlng a monetary
item that is an integral part of the Group's net invest-
ment in a consolidated foreign company are tnduded '
in consolidated equity until the disposal or IIqundanon
of the net investment, at which date they are recog
nized as income or expenses In the income snatement

" in the same way &s othef translation adjustments con-

__cerning the company. .

#
Hr g

|

it Translation of transactions
N foreign currencies
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Transactions expr&ssed in foreign currencles are inl—
- tially translated and recorded in the functional cur-
rency of the subsidiary concerned, using the rate in
force at the transaction date. '

At each reporting date, monetary assets and liabilities -
expressed In fofeign currencies are translated at this ‘
closing rate. The resutting foreign exchange differ-
ences are taken to the income statement.

Related parties

Related parties include the French State, compan}es
in which the State holds majority ownership and cer
tain of their subsidiaries, and companies in whlch
EDF exercises joint control or significant influence.)’

—delivery hastakerl place {or the service provided}),
-a quantiﬂable price has been eaabllshed ofcanbe -
determined,
- and the receivables are likely to be recovered.
Delivery takes place when the risks and benefits asso-.

- ciated with ownership are transferred to the buyer.”

I
Energy delivered, but not yet measured nor bliled is

calculated based on consumption stanstics and sefling
price mtlmat&s '

Sales of goods ancl revenues on servioes not com-
pleted at the balance sheet date are valued by refer-
ence to the stage of completion at the balance sheet
date. -

Energy trading operatlons are recognlzed net of pur- .
-chases.

Thefeespaldbywstomersuponoonnecﬁontome )
network (tickets de raccordement) are recorded as -
deferred lncome and transferred to sales over. a
period that clepends on the useful life of the assets
meyhe!pﬂnanoe aﬂwestlmatedtennofwsmmer

Deferred taxes are recorded under the liability

‘method of tax allocauon in respect of temparary dif-

‘ferences between the book value of assets and habul-'
ities and their value for tax purposes. .
If the tax rate chang&s deferred taxes are adjusted to -
the new rate and the adjustment is recorded In the
income statement, unless it relates © items recorded

_in equity.




The recoverable vaiue of ‘deferred tax assets Is
- —reviewed at each closing date-If-it-Is-no longer prob-
able that there will be sufficient taxable income for

sav — 21— ttilization of all or.some of the benefit of the deferred

tax asset, its camying amount is reduced.
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O: Goodwill

Goodwill comesponds to the difference between the
acquisition cost and the Group's share In the falr value
of the identifiable assets and liabilities of the oom
pany acquired. C :
The fair values of assets and liabilities and the result-
ing goodwill are finaiized within 12 months of the
acquisition. '

When minority interests are acquired in a controllied
" entity, the Group records goodwill equal to the differ-
enice between the acquisition price for the minority
interests and the share of net assets acquired, with no
revaluation of the assets and Iiabilities acquired.

] " After initial recognition, “goodwill is carrled at cost less
impairment.

Impainment tests are ap;ilied to goodwill as soon as

there Is an indication of possible loss of value, and at

least annually. For the purposes of the test, goodwill
is altocated to cash-generating units, groups of
homogeneous assets that generate identifiable cash
flows that benefit from synergies resulting from the
acquisition. The recoverable value of these units is the
- higher of fair value net of disposal costs, and value In
"use. Value in use ks determined with reference to dis-
counted future net cash flows based on medium-
term financial projections, as described In note 4.13.

. When this value in use is lower than the carrying

amount in the balance sheet, an amount equal to the

difference is booked under the heading "Impairment

loss™. The loss is allocated first to the goodwill, and
- any surplus to the other assets of the cash-generating
* unit concerned. .

" Goodwill on acquisition of whally or jointly controlled
entities Is disclosed separately'in the balance sheet.
Amortization and provisions on this goodwill are also

reported on a separate line in the income statement. .

Impairment losses related to goodwill on companies
- - -accounted for under the equity method are booked
] “under the income statement heading *Share in
- —income of companles accounted for under the equ!ty
method™.
Upon disposal of a Group entlty t.he unamortized
goodwill attributable to that entjty is included in the
galn or loss on disposal.

il

1:1: Other intangible assets

Other intangible assets mainly consist of software,
licenses, trademarks and similar rights, operating
rights and developmerit costs, and since January 1,
2005, emission quotas acquired for a consideration.

4.11.1 Research and development expenses

: R&searchexperﬁaarerecognizedasexpemeslnthe-
ﬁnamla|perlodumrred -

Development expernses are reoogntzed as an intangi-

ble asset If the Group can demonstrate: . .

- the technical feasibility of making the imanglble
asset ready for commissioning or sale; _

'--ntslntenﬂontooompietememtanglb!eassetand
use or seil it;.

- its ability to use or sell the Imanglble asset;

- how the intangible asset will generate lkely future
economic benefits; _

- the avallability of the appropriate rescurces (techni-
cal, financial or other) to complete development
and use or sell the intangible asset;

-ttsabmtytopmwdearellableesumateofexpem&s.
sttributable to the intangible asset during its devel-

- opment.

intangible assets are amortized on a stralgm Ime basis
over their useful lives.

4.11, 2 Greenhouse gas emission quotas

Fo(iowing the IASB's withdrawal in June 2005 of IFRIC

Interpretation 3, “Emission rights®, the EDF group )
_ has applied the following treatment:

- emission quotas acquired for a conslderation are

_recorded as intangible-assets at acquisition cost;




when the emission rights have been granted for nil
“considération by the rélévant State, they aré not' :
shown in the batance sheet. and - f !
"“when’a group entity’s estimated"gas emissions’ are '
+ higher than the quotas allocated by the State, a pro- .
vision is establlshed to cover the excess emissions.

The provlslon is equrvabent to the acquisition cost up
to the amount acquired on the spot or forward mar-
kets, and based on market prices for the balance.

9 jf'Pmperty,' plé'nt and equipment

AR RE ST

Property, plant and equipment are recorded at acqul-
. sition or production. cost.

- The cost of facliities developed in-house includes all '
direct abor and materials costs, and all other dlrect

- production costs attributable to the construction cost ‘
of the asset. The Group capitalizes nuclear safety
-expenses incurred as a result of Iegal and regulatory
abligations, where non-comphance s sanctioned by

- admintstrative prohibition on operation, ‘

* In addition, assets have been recorded against provi-
sions for decommissioning obligations and tast core .

. costs for nuclear power plants. At the date of com-
missioning; these assets are measured and recorded '
in the same way as the corresponding provision (see
note 4.19).

Property, plant and equipment are depreciated on a
straight-line basis over their useful lives, -

Pre-operating expenses and borrowing costs incurred
to finance instatiations are recognized as t’.}q:aerrs.es.l

The Group's property, plant and equipment comprises - -

- both assets owned by the Group and assets operated
under concession. . . '

' 4,12.1 Property, plant and equipment -
owned by the Group . = 3

The following are included in the balance sheet value
of nuclear power plants; .-
- the discounted cost of deoommmontng the facimim:

i TR T el
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© - the discounted cost of tast core nuclear fuel, includ-
“"ifg depreciation of resiiUal reattor fuel that will not
be fully lrradlated when production shuts down, the
~cost"of ‘nucléar- fuel reprocessing and the cost of
rernowng and storing radioactive waste.

Strategnc safety’ spane pans for nuciear fadlltles are -'

treated as property plant and equipment, and depre-
clated pro rata with the useful life of the facilities to
which they are asngned

‘lmpairment is 6ooked in respect of certain non-
nuclear plants temporarily closed down, when it is
‘unlikely that these plants will ever be brought back
into service. '

.The costs of thje smtutory ten-year Inspectlons of
nuclear and non~nuctear power plants are a COMPo-
nent of the oost;of these facilities, which is amortized
over 10 years, i.e. the time elapsing between_

. two inspections.

French public transmisslon concession assets belong -
" to the subsidiary RTE EDF Transpost and are recorded

as assets owned by the Group. .,
4.12.2 Property, plant and equipment operated
under concession .

4.12.2 FRENCH CONCESSIONS

In France, theGroup is the operator for three types of
public service concessions:
- public distribution facilities operated under conces-
' sion rights licensed by local authorities (mumclpali-
ties or syndicated municipalities);
- hydropower facllities operated under State conces-
sion;

~ ~the french public transmission network, operated

under concession from the French State by the sub-
skdlary RYE EDF Transport, fully consoﬂdated as of
January 1, 2005.

Public electricity distribution concessions

Tmassetsgovemedbythesecontractsaremwded
under Properly plant and equipment operated under
concession in the balance sheet. at acquisition cost’
when f“nanoed by EDF, or at their estimated value at -

the transfer date when supplied by the grantor. Indus-

trial 0epmcianon is recorded over their useful lives.
Notes 5and 6 oontain fwtherdetallson this treatment.
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Hydropower concessions

_ Assets attributed to the hydropower concessions are

-~ ~—hydropower generation-equipment. (dams, pipes, tur- -

bines, etc) and, in the case of concessions renewed

. recently, also include electricity generation plants’

(alternators).
The. concession agreements curmently provlde for no

indemnity for the return of the assets upon expiry of -

the concession.

The concession assets are recorded under Propertyc '

- plant-and equipment operated under concesston, at
acquisition cost. Depreciation s calculated over thelr
useful life, which is generally identical to the term of
the concession. .

French public transmission concession

The French transmission concession dates from 1956,
for a 75-year term. Since the French law of Febru-

ary 10, 2000, the public electricity transmission net-
“work has been operated by an Independent entity .

~ within EDF. This service was transferred to a fully-con-
solidated subsidiary named "EDF réseau de trans-
port”, with effect from January 1, 2005. The network
i “operér.or must respect standard concession rules

approved by decree of the Conseil d'Etat after consul-

tation with the French Energy Regulator (Commission
de Regulation de I'Electricité - CRE). These rules are
currently being ﬂnallzed

The g3sets operated under tﬁis concession belong by
law 10 "EDF reseau de transport”. They are booked

under the heading Property, plant and equipment.

owned by the Group, and depreciated over the
assets’ useful lives.

4.12.2.2 FOREIGN CONCESSIONS

The rules Wim concessions outside France vary
according to the national contracts and legislations.
The principal countries concerned are: .

United Kingdom

" EDF Energy owns distribution networks, It has a
monopoly on the geographic area covered by its
license and prices are regulated. Licenses may be ter-
minated upon 25 years' notice.

The networks are booked under Property, plant and
equipment owned by the Group and depremated

over their useful life.

Gennany

The distribution nemowks operated under concession

" by EnBW belong to ENBW for the duration of the con-

cession, fn the event that the concession Is not
renewed, EnBW must transfer the network to the

licensing authority at fair value.

These networks are booked under Property, plant and
equipment owned by the Group and deprecmted
over their useful life.

Brazil

" In 1996, the Brazilian subsidiary Light entered into a
" 30-year concesslon covering the State of Rio de

Janelro. The facilities covered by the concession are
booked under Property, plant and equipment owned
by the Group and deprecsated over thelr useful life.

4, 12 3 Leases

4.12.3.1 FINANCE LEASES

Finance-leased assets are capitafized when the lease

agreements effectively transfer virtually all the risks

and benefits incident to ownership of these assets to

the Group. The criteria used to classify these coniracts

are mainly based on the following: .

- the ratio of the leased assets’ actual useful Ilfe o
"their economic lfe:

© - total future payments as a ‘ratio of the fair value of

the financed asset; .

- whether ownership Is wansferred at the end of the
lease; ’ ’

- whether the purchase option Is attractive;

- the features specific to the leased asset.

Finance-leased assets are depreciated over their- use-
ful life, or over the term of the cormesponding lease
agreement when this is shorter. '

If the Group performs a sale and leaseback operation

. resufting in a finance lease agreement, this is recog-

nized in accordance with the principles described
above. If the transfer price is higher than the asset’s
book value, the surplus is deferred and recognized as

‘income progressively over the term of the lease.

4.12.3.2 OPERATING LEASES

- Lease agreements that do not qualify as finance leases

are recognized as operating leases, and only the lease
payments are recorded in the Income statement.




4.12.4 Useful lives

" ment are the following:

The main useful tives of Property, plant and equip-

- hydroefectric dams : 75 years
- - electromechanical equipment
used In hydropower plants ... .. 50 years | -
- non-nuclear POWer Plants ... 30 1o 45 years
- NUCIEar POWEr PlANtS. .o ; 40 years ™ -
- — transmission and distribution - '
installations {lines, substations).......... 30 to 45 years

{*) More restrictive regulations may apply insorne_coun_trles. .

Impaifment of intangible- assets
other than goodwill and of
: property; plant and equipment

4 Financial assets and liabilities

At the year-end and at each intesim reporting date, _ |- ‘
* the Group assesses whether there is any mdlcation

that an asset could have been significantly |mparred

If so, an impairment test is carried out as follows:

- the Group measures any long-term asset impair-
ment by comparing the carrying value of these
"assets, classified into cash generating units where
necessary, and their recoverable amount, usually
determined using the future disoountecl cash ﬂow
method;

- the discount rates used for these purposes’ are

- based on the weighted average cost of capital for
each asset or group of assets concerned, deter
mined by economic and geographical area and by

business segment where appropriate. The pre- tax i
discount rate is calculated using an iterative process '

based on after-tax rates;

- future cash flows are based on medium- term plan

projections.

The impairment test is based on business plans and ‘

assumptions approved by the Group.

Asmeseasessmemsaremghlysensmvetomaun- ‘
economic and segment asumptions the lmpalrment

tests used are updated regularly.

The recognition and vatuation methods for financial .
 assets and liabilities were modified at January 1, 2005,
as a result of application of I1AS 32 and IAS 39 from

that date (see note 3).
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4.14.1 Financial assets and liabilities until
December 31, 2004

oo = '
4.14.1.1 NON-CONSOLIDATED INVESTMENTS

Non-consalidated investments are mainly long-term

investments in Gther comparies. They were recorgded. R

- at acquisition cost’

4.14.1.2 OTHER INVESTMEHTS

- Securities conferring ownership rights: these are

- .o dnvestments, the_qompany,_lgggrld_s tohold ona -

long-term basis or does not have the ability 1o resell

_In the short term {shares In capital or long-term

investments). They are not held in direct connec-
tion with the entlty's business.

~ - Securities conferring creditor’s rights: these are

securities the company intends to hoid on a long-
_term basis of does not have the ability to resell in
the short term, IThey are not held in dlrect connec-
tion with the entity’s business. These securities will
not subsequently confer ownership rights and *
include securities pledged as security or collateral
against an advénce.

When the book value of non-consolidated and

other investments was higher than their value in
use as determined by reference to equity adjusted
to take into account information known since the
previous year-end (e.g. financial information, share

price). a provision was generally established to -

cover the differtlence

4,14.1.3 INVESTMENT SECURITIES

The Group has set up two investment portfofios:

- the first comprises dedicated financial assets i

intended to finance the end of nuclear fuel cycle

operations for which provisions have been accrued . -

{see notes 24.3.2.1 and 31.3.3). These assets are
managed separately from the group's other finan-
clal assets and investments In view of thelr specific
objective; -

- the second comprises securities acquired mainly by

~ EDF and EnBW to generate a satisfactory return on

© investment In the medium to long term, without
partlclpating in the management of the companies
The investmen? portfolios (shares and bonds) were
recorded at acquisition cost. At year-end, the carrying-
amount of these portfolios was assessed individuatly,

- mainly by consideration of the growth prospects of

the companies concerned and their share prices. If

. the camying amount was lower than the book value,.

the unrealized capital loss was fully provisioned with-
out being nettf;d against unreatized gains.
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Consolidated financial st_ateménté' .

4.14.1..4 OTHER FINANCIAL ASSETS
~Otrer financia! assets tomprise Interest-bearing finan:

cial recelvables, receivables related to leased assets, -
and’non:-interest-bearingassets such as’security

deposits and subsidies. -

These assets were previously recorded at nominal
value, When the recoverable valug at year-end was
tower than book value, for Instance due to probable
defautt by a debtor, a financial provlslon for deprecia-
tion was recorded.

4,14.1.5 SHORT-TERM FINANCIAL ASSETS-

Short-term financial assets mainly include investment
securities and cash investments maturing in more
than three months.

Marketable securities were initially recorded as assets

at acquisition cost, and restated &t their value in use

at the year-end. Listed securities were stated at their-

year-end quotation. Provisions were recorded to fully
cover any unrealized losses, without netting against
" unrealized gains..

4.14.1.6 LOANS AND OTHER FII\IANCIAI.
LIABILITIES

Loans were recorded at nominal value and amortized

' at the contractual interest rate. Loan issuance ex-

. perses, bond issuance premiums and bond redemp-

tion premiums were amortized on a straight-line basis
over the duration of the related bormowing.

4.14.1.7 FINANCIAL INSTRUMENTS

4.14.1,7.1 Short-term derivatives

_Short-term Instruments (short-temm swaps, options
-and forward exchange contracts) were valued as fol-
lows:
-the correspondlng off-balance sheet commit-
. ments were recorded at the nominal value of the
‘contracts; '
- margin payments were immediately recognized in
the income statement; ,
. ~premiums paid or received were recognized in
_income at settiement; )
- gains or losses generated by these Instmmentswere
" recognized at settiement;
- short-term currency derivatives traded on organized
markets or_highly liquid over-the-counter markets

comparable to organized markets and included in.

the portfolios at year-end were stated at year-end
market value. This value was compared for each

transaction to the historical vaiue of premiums. As

the Group did not allocate individual gains and
" losses on micro-hedges to the associated transac-

tlons. the unrealized foreign exchange galns or
-.losses were included in the financlal result

" Initial deposits to secure transactions were |ncluded In
- —-l[nvestments: - - -

4.14.1.7.2 Long-term instruments

One of the main objectives of exchange rate and
interest rate risk management Is to minimize thelr
‘impact on equity and net income. For exchange rate
risks, debts are as far as possible entered into in the
entity's local curency. If an acquisition is made in a

" different cumrency, an active hedging policy {assets

" and liabilities} is set up wherever possible (micro-
hedging). '

Long-term instruments (swaps) were taken into
account Lo adjust the foreign exchange result and the
interest expenses on a debt. The foreign exchange
resuit on speculative currency swaps was recognized

. in the income statement. Upfromt payments required
under the contracts were spread over the term of the

~ swaps. Payments made or received in the event of
early settlement were immediately reported in the
income statement. ’

. Allof t.hese instruments were recorded in the financial
off-balance sheet commitments at the notional value
of the capital committed.

4.14.2 Financial assets and liabilities
after application of {AS 32 and IAS 39
from .lanuary 1, 2005 :

As of lanuary 1, 2005, the Gfoup applies standards
tAS 32 and |AS 39 on financlal instruments. This has
led to reclassification, and in some cases revatuation,
of these financial assets and liabilities {see note 3).

Financlal assets include investments {non-consoli-
dated investments, dedicated asseis, and other
investment securities), loans and financial receivables,
and the positive fair value of derivatives.

Dedicated assets are financial assets intended to
finance end of nuclear fuel cycle operations, for

--which provisions have been accrued (see note
24.3.2.1 and 31.3.3). These assets are managed sep-
arately from the Group's other financial assets and .
investrnents in view of their specific objective,' and
comgprise bonds, equities, coflective investment funds
and “reserved” ﬂuﬁswiltupbymeGmupsoletyfor
its own use,

Financial liabiiities comprise financlal borrowings and
debts, bank cregit and the negative fair value of deriv-
atives. Co ' -




Financial assets and liabllities are recorded In the bal-

] .
* ~~ance sheet as current if they mature within one year - -

and non-current If they mature after one year, apart

- ~=~from derivatives hetd for-trading. which are all classb-

fied as cumrent.

Operating debts and receivables and cash and cash .
equivalents, are governed by IAS 39 and reported

separately in the balance sheet.

4.14.2.1 CLASSIFICATION AND VALUATION
_ METHODS FOR FINANCIAL ASSETS AND
~ LIABILITIES

4.14.2.11 Fmancial assets and Iiabilities carried
at fair value with changes in fair value
included in income .

Financial assets stated at fair value with changes in

fair value inctuded In the income statement are clasrn- :
fied as such at the inception of the operation This‘,

- applies to:
—assets acquired from the outset with the intention
of reszle in the short term;

- of derivatives not classified as nedges (dertvathres ‘

held for trading); and

- -—OF assets the Group- has elected. to-include. in this

cateqory under the option allowed by IAS 39,

These assets are Iiftially recorded at acquisition cost |
" less purchasing expenses, and subsequently adjusted

to fair value at each reporting date.

Changes' in fair value are recorded in the income

statement under the heading "Other financial income

and expenses”.

Dividends an interest recelved on assets stated! at fal -

value are recorded in the income statement under -
I .

“Other ﬂnanclal income”,

-Changes in the falr valte of EDF Trading's commodity
contracts are recorded in the income statement under
“Sales”.

. Regarding the fair value option, the Group dasslﬂes
an asset or liabifity as "at fair value through proﬁt or
loss™ In the three following circumstances:
(1) when using fair value eliminates or significanitly
reduces an inconsistency in the measurement of
assets and liabilitles (an “accounting mismatch*);{
{2) when the performance of group of financial assets
or financial Ilebilities Is maneged on a fair value bams

.

: I . ’
in accordance with documented swategles and the
- management reportmg system;
{3) when 2 financial instrument contains an embed
-ded derivative.-- L— - —
If a contract contains one or more ernbedded deriva-
tives, the hybrid ins!rument may also be valued under
the fair value option, except in the following two
cases: . . | . : C
- when the embedded derivative does not substan-.
tially affect tne cash flows of the contract;
.- when analysis of the host contract and the embed-
ded derivative does not lead to separate measure-
" ment of the'embedded derivative.

4.14.2.1.2 Held- lo-matunty financial

. investments |-

This category covers fixed-term investments which

" the Group acquires with the intent and ability to hold -
to maturity. These items are recorded st amortized
cost. Interest fs calkculated at the effective interest rate
and recorded in the income statement under the
heading ~Other financial income and expenses”.

4.14.2.1:3 Loans and financial receivables .

__.__Loans and financlal recelvables are valued and

recorded. at amortized cost less any impairment or
provision,

Interest Is calculsted at the effectlve interest rate and .
‘recorded in the income statement under the heading
*Other ﬁnamiaII income and expenses™, -

4.14,2.1.4 Available-for-sale financial assets

Avallame-for-se'te financial assets comprise non-con-
solidated investments, reserved funds and invest-
ment securities, and are stated at their fair value at
the closing date. Unrealized gains or losses on these
assets are taken to equity. For instruments quotedon -
an active market, the fair value is the market value. If
no active market exists, the Group uses generalty
accepted valuauon methods. If the fair value cannot
be reliably estlmated by other generally accepted val-
uation methods such as discounted future cash
flows, these lnstruments are valued at acquisition
‘cost less accumulated impairment.

For available-for-sale financial assets rep'resented ]
by debt securrties interest Is calcutated at the
effective interest rate and credited to the income -
statement under the heading "Other financial
income and expenses
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4.14.2.1.5 Financial debts and operating debts

. Financ{al debts are recorded at amortized cost, with A
_ separsie reporting of embedded derivatives where

applicable. Interest is calculated at the effective inter-
est rate and recorded under the heading “Cost of
gross Indebtedness™ over the duration of the finan-
clal debt.

4.14.2.1.6 Defivatives

4142161Scope

ThesoopeofderwatrvaappﬂedbymeGrmpcwe-
sponds to the principles set out In LAS 39. .

In particular, forward purchases-and sales for physical
delivery of energy or commeodities are considened to fall
outside the scope of application of IAS 39, when the
contract concermed is considered to have been entersd
into as part of the Group's nonmal business activity. This

is demonstrated to be the case when all the following -

" conditions are fulfilled:

_a physical delivery takes place under all such con-

tracts: - -
- the volumes purchased or sold under the contracts
" comespond to the Group’s operating requirements;
~the contracts cannot be considered as options as
defined by the standard. In the specific case of elec-
tricity sale contracts, the contract is substantially
equivalent to a firm forward sate or can be consid-
ered asa capacity sale.

TheGroupthusconsldelsthatlransacﬂons negouatecl
with a view 1o balancing the volumes between electric-
ity purchase and sake commitments are part of its ordi-
- nary business as an integrated electricity company. and
do not therefore come under the scope of I1AS 39

in complianice with 1AS 39, EDF analyses all its con-
wacts, of both a financial and non-financial nature, to
identify the existence of any "embedded” derivatives.
Any component of a contract that affects the cash
flows of that contract in the same way as a stand-alone

. derivative cormesponds to the definition of an embed-
if they meet the conditions set out by IAS 39, embed-

' dedderhrativesareaocountedforseparatelyfrunthe

"host™ contract at inception date.

4,14.2.1.6.2 Measurement and recognitidn

Derivatives are initially recorded at fair value, based
on guoted prices and market data available from

external sources. The Group may also refer to receft
comparable transactions or base its vatuation on
- Internal models that include data directly derived

. —._from this observable data and are recognized by mar-

ket participants. -

. Changes in the fair value of these derivatives are
recorded in the income statement, uniess they are
classified as hedges for a cash flow or net invest-
ment. Changes in the fair value of such hedging
instrumenits are recorded directly in equity. excluding
the ineffective portion of the hedge. .

" In the specific case of financial instruments entered

" into as part of EDF Tradings business, realized and
unrealized gains and losses are reported net under
the heading *Sales”. a

4.14.2.1.6.3 Financial instruments classified
as hedges : '

The EDF group uses derivative instruments to hedge
its foreign exchange and interest rate risks, as well as
risks related to certain commodity comtracts.

The Group applies the criteria defined by IAS 39 in
classifying derivatives as hedges:

- the instrument must hedge changes in fair value or,
* cash flows attributable to the risk hedged, and the

. effecthrenasofmehedge(ne the degree to which
changes in the value of the hedging instrument off-
set changes in the value of the hedged item or
future transaction) must be between 80% and.
125%;

-hcashﬂowhedges the future transaction being
hedged must be highty probable;

- reflable measurement of the effectiveness of the

"hedge must be possible;

— the hedge must be supported by appropriate docu- .
mentation from its inception.

The Group classifies hedges in the following cate-

gories: : :

(a) fair value hedges

These instruments hedge the exposure to changes in

- the falr value of an asset or liability recorded in the-
balance sheet, or a firm commitment to purchase or
sell an asset. Changes in the fair value of the hedged
itemn attributable 10 the hedged component of that
itemn are recorded in the income statement ang offset
by comesponding variations in the fair value of the
hedging instrument. Only the ineffective portion of
the hedge has an impact on income.




(b) cash flow hedges

_ the hedging instrument.
" The effective portion of accumulated changes in the
hedge’s fair value is recorded in equity, and the inef-

. staternent.
I When the hedged cash flows materialize, the
' -amaounts previously recognized in equity are trans-
ferred to the income statement in the same way as
for the hedged item. '

(©) hedge§ ofa net_investment

- entity. The effective portion of accumulated changes in
the hedge's falr value is recorded in equity until dlsposal
of the net investrment, when it is included mthegalnor
loss ‘on disposal. The ineffective portion (deﬂned
according to the same terms as for cash flow hedges) is
recorded directly in the income statement.

The hedging relationship ends when:
- a derivative instrument ceases to be an eﬁectlve
hedging instrument;

or exercised; '
- the hedged item expires, is soki or redeemed;

probabie.

Onlyderwatwetmmmentsexternaltotheerpqual-
ify for hedge accounting, andgatnsorlmsesonlnter

with similar rransactions external to the Group.

At the year-end and at each intesimn reporting date, '
tneGroupassesseswhemermemnsanyobJectlveevi .
dence that an asset. could have been ssgnlﬂcantly .

. These instruments hedge exposure o the foreign ;
exchange risk related to a netinvatmentlnaforeign,.

-afutuetramcumceas&smbemldemdashlghly :

‘nal derivatives are eliminated in the consolidated ﬂnan ;
cial statements. However, In a cash flow hedglng '
_relationship initiated via derivatives internal to the '
" Group. hedge accounting is apptied rf:tcanbedemon- g
strated that the internal derivatives will be matched *

These instrumertts hedge highly probable future trans— i
' ~ -..__actions: the variability in cash flows generated by the _
b B hedgedtransacﬂonlsoffsetbychang&srnmevalueof '

fective portion (l.e. changeslnmefatrvalueofthe .
hedging instrument in excess of changes |nthefalr.
vakneofﬂwhedgedrtem)usrewﬂedmtheumome

-aderhramlnstrunemexpm o is soid, lerminated :

4.14.2.2 IMPAIRMENT OF FINANCIAL ASSETS .
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- impaired. If so, the Group estimates the asset’s recov-
7 “grable value and records any necessary impairment as

appropriate for the category of asset concerned.

4.14.2.2.1 Finaﬁcial assets reoorded

_at amortized cost

- I---| taw

Nibamatiamrt
IR IR

Impairment is equal to the difference between the

assat's net book vatue and the discounted vatue of
expected future cash flows, using the original effec-

tive interest rate of the financial instrument. The

impairment is |ncluded in the income statement -

under the headmg *Other financial expenses”. If the
impairment loss ‘decreases in a subsequent period, it
is reversed and transfesed to the income statement.

4.14.2, 2 2 Avallabte-for-sale financial assets

- ftherets a sign,:ﬂcant Iong-term decrease In the fair

value of available-for-sale financial assets, the unreal-
ized loss is reclassified from equity to income. if, in a
subsequent penod the falr value of an available-for-
sale financial asset increases, the increase in value is
recorded in equity for equity instruments, while for
debt Instruments the impairment previously recorded
is reversed and transfested to the income statement,

4.14.23 DERECOGNITION OF FINANCIAL

_ASSETS AND LIABILITIES

Derecognmon i applied for all or part of:

- a financial asset, when the contractual rlghts:mak- :
ing up the asset expire, the Group lases control of -

the asset, or the Group substantially transfers most
of the signiﬂcant risks and benefits associated with
ownesship of the asset; ;

- a financial iability, when the fiability i extinguished .

due to cancellation or expiry of the obligaticn.

When a debt’is renegotiated with a lender giving’
rise to substanually cllfferent terms, a new Iiabihty is

recognized.
4.14.24 SECURIT IZATION OPERATIONS

When ItcanbedemonstratedthaxtheGroupdoanot
contro! the investment funds resuiting from securitiza-

consolidation. Otherwise, an entry corresponding to

tion operations; these are excluded from the scope of -

Uwcashhfm:srewrdedundermeheading “Other -

fiablities™. !
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' ,‘]_6 Trade and other recelvab|es

l«’.h‘

invenitories are recognized at the lower of acquisition
cost or net realizable value, except for. inventories
resulting from trading activities. which are carried at
market value.

Cost includes the direct materiat and labor costs, and
a share of indirect production costs.

4 15.1 Nuclear fuel and matenals

The stated value of nuclear fuel and materials and
work-in-progress is determined based on direct pro-
cessing costs including materials, labor and subcon-
tracted services (e.g. fluoration, enrichment, etc.).
tnterest expenses incurmed in financing nuclear fuels
are charged to expenses.

Nui:lea_r materials, whatever their form during the
" procassing cycle,- whose useful-lives-are longer than

one year, and nuclear fuel, whether being used in the

reactors or stored, are recorded In inventories

 These ftems are vaiued using the weighted average
" cost method, applied to each component (natural
uranium, ﬂub(atlon. enrichment, production).

The Group does not valug the uranium obtained from
reprocessed burnt fuel due to uncen.ainty over its
future use.

Nuclear fuel consumption is determined for each
component based on forecasts of quantities used per

"kWh produced. These quantities are valued at

weighted average cost as at the end of the previous
month, including the cost of the most recent supplies.

Inventories aré periodically corrected in view of fore-
cast burnt quantities based on neutronic measure-
ments. :

4.15. 2 chsumabIes, materials and spare parts

~ Inventories are valued at weighted average cost
including direct and indirect purchasing costs. -

No provision is established for spare parts supptied

under a maintenance program nor for standard.

parts, as these are held for use durlng the llfeume of
the plant.

On initial recognition, rade receivables are stated at
face value. A provision is recorded when their camrying
amount, based on the probability of recovery,
assessed according to the type of receivable; ks less
than their book value. The risk associated with doubt—
ful receivables is evaluated individually.

- Trade recelvables also include revenue based on an

- .estimate of power already delivered but not yet mea-
sured and not yet billed. A provision is booked to

. cover the potential risk of subsequent non-recovery.

:1 Cash and cash equiva|eni:5

* Cash and cash equivalents comprise very liquid assets -
and very short-term investments. usually maturing
within three months or less of the acquisition date,

- and with negligible risk of fluctuation in value.
Securities held short-term and classified as cash
equivalents are recorded at fair value. with changes in
fair value included in the heading "Financial income
on cash and cash equivalents”.
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Share issue expenses correspond exclusively to exter-
nal costs expressly related to the capital increase. They
are charged against the issue premium at their net-of-
tax value.

All other costs are charged to-current period
expenses. ’ .

The impact of restatement to-fair value of financial
instruments resuits from the adjustment to falr value

_ of available-for-sale financial assets and certain hedg-
ing instruments.
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The Group recognizes provisions for contingencres ‘

and-losses if the foliowing three condluons have
been mat:

~ the Group has a present obligation {legal or con;

structive) towards a third party that arises from a
past event priof to the closing date;
~ it is probable that an outfiow of resources embody:
iNg econOmic benefts will be required 1o settle the
obligation; -

- the obligation amount can be estimated rehably

Provisions are determined based on the Group‘s estl;

-mate of the expected cost necessary to settle the

" -obligation. Estimates are based on management

|
data from the information system, assumptlons a

" adopted by the Group, and, If necessary, expenence

of sirilar transactions or, in some cases, based on
independent expert repofts or contractor quotes;
The various assumptions are reviewed for each clos-
ing of the accounts. . o

If it is anticipated that all or part of the expenses cov: '

ered by a provision will be relmbursed, the reimburse:
ment is recognized under receivables if, and only if,

" the Group is virtually certain of recelving It.

It may very rarefy happen that a provision canrot be
booked due to lack of a reliable estimate. In such

cases, the obligation is mentioned in the notes as a-

contingent liability, untess there is little likelihood of
an outflow of resources.

Provisions mainly cover the following.

- end-of-cycle expenses for nuclear fuels: ]
- A provision for reprocessing burnt fuels and for the
disposat and storage of the resulting radioactive
‘waste Is booked for all fuels currently in use (burnt
portion) or already used.

- costs of decommnsslomng-power plants and the '

costs of fuel in the reactor when the reactor is shut
down (provision for last cores).

- future losses relating to multi-year agreements for
the purchase and sale of energy:

+ losses on eriergy purchase agreements are mea:

sured by comparing the acquisition cost under rhe
contractual terms with the forecast market prlce
for electricity;

i
i
=
|
'

* losses on energy ‘sale agreements are measured

w_ﬁﬁoﬁﬁériﬁﬁ'me"éktlmétéd income under the

contractual terms with tne cost of generatlng the

TTTTTTTTTT energy to be supplied” T

_Provisions for end of nuclear fuel cycle, for expenses

refated to the dECOmmISSIOrIIng of power plants and
last cores, and for future losses relating t multi-year
energy purchase and sale agreements are estimated
by applying a forecast long-term inflation index to the

_projected disbursements, which are then discounted

al rates that refiect the best estimate of 8 long-term
rate of return on bond markets.

The rate of inflation and the discourt rate are based
on the eoonomrc parameters of the country where

-the economlc ent:ty is located.

" For France, the Group applles a discount rate deter-

mined on long senes data for a sample of bonds, and
takes into account the fact that some expenses cov- -
ered by provisrons will be disbursed over periods sig-
nificantly Iongen than the duration of instruments
generally traded on the financial markets. ;

The discount effect generated at each closrng to
reflect the passage of time is included in financial
expenses undert]l're heading “Discount expenses”.

.The impact of changes in estimates for long-term

provisions with lassociated balance sheet assets'
whether due 1:0I schedule changes, discount rate .
changes, new expense estimates or technolog:cal
developments, Is aliocated . to the relevant assets,
with any excesslallocated to the underiying asset
(power plant). Each one of these parameters, taken
singly or together could have a considerable :mpact
on the estimates Ir.nrer time.

|

: Employee benefits

i

-EDF group empioyees are entitled to benefits, both

during and after their employment, depending on

local regulations and certain specific rules such as the -

statutory reguiations for companies governed by the

special pension system for the electricity and gas sec-

tor (industries Eleicu'iques et Gazieres -~ IEG) in France.
3




4.20.1 Pension and post-employment

— a discount rate that deperids on the geographical
zone and the duration of the obligations.

benefit-obligations—

sions determined under local rules. They may also be

entitied to benefits directly paid by the companies,

and additionat benefits prescrlbed by the relevant
regulatlons .

The obligations of EDF SA and the French SUDSIdIaI'iES
governed by the Electricity and Gas sector (IEG)
regime, and the related pension financing reform, are
described in notes 7 and 31.4..

4.20.2 Other long-term beneﬁt obligations

These benefits concern employees currently in s_er-.

vice, and are earned according to local regulations,
particularly the statutory regulations for the electricity
and gas sector for EDF SA and French subsidiaries

covered by the IEG regime. Details are provided in .

note 31.4. -

4.20.3 Calculation and recognition
of employee benefits

Obligations under defined benefit plans are calcu-
lated by the projected unit credit method, which

" determines the present value of entitlements earned
by employees at year-end to pensions, post-employ-
ment benefits and long-term benefits, taking into
consideration each country's spetific economic condi-
tions and expected wage increases.

In calculating pensions and other post-employment

benefit obligations, this method takes the foliowing

factors into consideration:

- career-end salary levels, with reference to employee
seniority, projected salary levels at the time of retire-
ment based on the expected effects of career
advancement, and estimated trends in pension
. levels;

~ retirement age, determmed on the basis of relevamt
factors (such as years of service and number of chil-
dren};

- forecast numbers of pensioners, determined based
on employee turnover rates and mortality data
available in each country;

- reversion pensions, taking lnto account both the life
expectancy of the employee and hisfher spouse and
the marriage rate observed for the population of
employees in the efectricity and gas sector;

When they retiré, Group employees benefit from pen-

The provision takes into account the value of the
assets that cover the pension obligations, which are
deducted from the value of the obhgat.ion as dener-
mined above.

Any actuarial galns or losses on penslons and post-
employment benefit obligations in excess of 10%
{the “corridor”) of the commitments or fund assets,
whichever is the higher, are recognized in the income
statement progressively over the average residual

- working life of the company’s employees.
" In acgordance with the applicable accounting requia-

tiorts, the provision for other long-term benefits s cal-

- culated under a simplified method. Therefore, if an

actuarial estimation under the projected unit credit
method s necessary, any actuarial variances and the
past service cost are directly inciuded n the provision,
without application of the ~corridor™ rule.

The expense booked for employae benefit obligations
Includes:

" - the cost of additional vested benefits, and the finan-

clal discount cost of existing benefits; .

- the income cormesponding 1o t.he expected return
on plan assets;

- the Income or expenses resutting from amortization *
of actuarial gains or losses;

- the income or expenses related to changes in the

benefit systems or introduction of new systems,
other than the impact of the IEG special pension
systemn ﬂnancing reform; which was recorded in
equity in 2004, ' ) '

4.20.4 Share-based payments

MwmpnancewlmartidenofmeFreumpt‘fvauzatbn
Law of 1986.ang article 26 of Law 2004-803 of
August 9, 2004, a preferential share offer was reserved
for current and retired employees of EDF SA and cer-
taln French and foreign subsidiaries, covesing a number
ofexlstlngslw&srepmmtingw%ofmetotalm
tobesoldduﬂngthelPO

Each benefit granted to employees in this sale (the

- “Employee offering” destribed in note 6.4) was mea-

sured and recorded at grant date (November 18, 2005) -
as required by IFRS 2:

_-mezo%reduction:nmeshampﬁceformrentand '

retired employees was cakculated on the basis of the
.share price for private Investors. This reduction was



. to investment plans granted to empioyees.

: Special concession liabilities

then recalculated by application of a discount rate

reflecting the cost of unavallability of the shares pur-‘

chased by current and retired employees, as me
shares were in fact unavaliable forsaleforapeﬁodof
2w 5 years, depending on the scheme concerned;

- for free shares, in addition to the cost of unavall
ability due to these shares being attributed after 1
to 3 years depending on the scheme concernedl
the valuation also took into consideration the Iack
of dividends on these shares during the unavailabil’
ity period;

- deferred payment terms were oﬂ‘ered depending on

- subseribers’ options. For instance, dependlngmme

scheme chosen, subscriptions could be paid up
immediately upon attribution of the shares, or ln
three instaliments over 2 years, orspteadmer24or
* 36 months. The discount expense was deducted in
valuing this employee benefit for the company.

. As these benefits were vested immediately (after a vesy

short or non-existent vesting period), thetotalexpense

) wasreoognmdintheZOOSaccounts

The additonal employers contribution granted in one
of the employee offer schemes was also valued as an
empioyee benefit, and recorded in personnel expenses
in the same way as the annual employer's oontribut.ion

 Investment subsidies

These liabilities relate to electricity distribution conces-
sions in‘France. Theyrepresemthecomracwalobllga
tions defined in the concession rules, and are described
-In detail in note 5.

Investment subsuiles received by Group companles .
are included in liabilities under the heading. Otner '

liabllities™ and transferred to income as and when
the economic benefits of the correspondnng assets
are utilized. )

=
F o]
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23: Environmental expenses

I e

III -

Environmental el'tpehees are Identifiable. additional

- expenses incurred to prevent, reduce or repair dam-

age to the enwronment that has been or may be

causedbytheGroupasaresultofitsbusuness These

_expenses afe recorded under three headings:

- they are capitalized if they are incurmed to prevent or
reduce future damage or preserve resources,

‘~they are booked as environmental llabitities and as

aliocations to provisions for environmental risks if
they oorresponp to an obligation that exists at the
year-end and it is probable or certain at the reporting
date that they will lead to an outflow of resources to

“the benefit of a third party, with no equivalentor .

greater benefit to be received from that party
subsequent totheyear-end

- they are reoognlzedasexpenseslfﬂ'leya'eoperatlng ]
expenses for the bodies In charge of environmental
concerrs, envirormental supervision, environmental -

duties and taxes, processing of liquid and gas effluents

endnonradloacnvewaste.ormseamh unrelated to .

T an lnvest.mem,

Environmental expenses do not include expenses
Telated to the following

- health and safety of on-site personnel

- reduction of raw material or energy oonsumptlon

- greenhouse gas emission quotas;

- fines and penalues incurred for non-compllance'

with environmental legislation; )
- compensation 'pald in connection with significant

damage to pmperty or persons resulting from polly-

tion of the envxronment
: ]

I

: Net earnmgs and _
i diluted earnmqs per share

-Net earnings per share are calculated by dividing the
Group's share of net income by the weighted average
number of shares outstanding over the period. This -
weighted average numbes of. shares outstanding is -
the number of ordinary shares at the start of the year,

adjusted by the number af shares regeemed o issued
- during the year )

|r
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This number, and the earnings per share, Is adjusted
whenever necessary to reflect the Impact of transla-
tion or exercises of dilutive potential shares (options,
subscription warrants and convertible bonds issued,

" etc).

IAssets and | |Iabl|ltles held for sale:
i and dlscontlnued operatlons

The assets and Habilities of subsidiaries and affillates
held for sale are disclosed separately from other
assets and liabilities in the batance sheet, and are clas-.

" - sified as non-current. All income from discontinued

operations ts disclosed in a single net amount after

taxes in the income statement.

" Note 5. Public dlstrlbutlon concessmns
in France
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* General background

Since the enactment of the French Law of April 8,
1946, EDF has by law been the sole operator for
the main public distribution concessions in France.

The accounting treatment of concessions is based
- on the concesslon contracts, with particular refer-
. ence to their special clauses. It takes into consider-
ation the possibility that EDF may one day iose its
- status as the sole authorized State concession

operator.

Concession contracts generally cover a term
between 20 and 30 years. Currently, EDF |s a party
to over 1,200 contracts. -

A typical concession contract (based on the 1992
Framework Contract) includes the following main
clauses:

. - It specifies the purpose and scope of the conces-

sion: the licencing authority grants the operator the
exclusive right to operate the public electricity distri- -
bution service tn a given region. The operator is
nespomlbleforoperaungtheserviceanddo&ssoat
its own risk and pertl;

— It establishes the principles with respect to tariffs,
namely the equal treatment of users, economic effi-
clency and geographical equalization;

- it sets forth the payments that must be made by the

" operator to the grantor;

~ It specifies that the operator must record industrial
deprectation and establish provisions for renewal,

‘taking into account the cost of replacing instalta-
tions that must be replaced prior to the end of the
- concession {article 10}). The amounts of these oblig-

-~ ations must be reported annuatty to the grantors’

(article 32);
— it establishes the practical and financial terms and
conditions for renewal of & concession, particularly -
- the requirement that the operator should transfer
to the grantor any excess unused provision for
renewal (articte 31A);




Ia
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i Accounting treatment of EDF SAS
i1 public distribution concessions | |
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- tt establishes the practical and financlal tenms and,
conditions in the event of non-renewal or earty ter-’

mination if the serwce becomes imelevant (amcle

318):

« return of the concessionary installations and equ:p
ment 1o the grantor in good opesating oondiuon

- payment by the licencing authority of an Indemnrty :

- equal to the non-depreciated, remeasured value of
the installations, proporticnate 1o its contrlbwon
to the financing (the purpose being to enable EDF
to recover the non-depreciated value of lnstaila
tions it has financed as the operator);

o —-payrflehibymeope?atottbnwegrantordfmpal-

ance of provisions for renewal of the installations,
together with the industrial depreciation estab-
" lished, in an amount proportionate to the
grantor’s contribution to financing. 4

D13 and D14) in March 2005, but na final pos

~ the awountlng weatment cwrently applied.

The 1FRIC {internationa! Finarctal Reporting- lnterpré-
tations Committee) published three draft interpreta
tions concerning the treatment of oomesslons (012
has yet been issued.

i

Until the final inteipretation Is published, the IFRIC
has stated that the accounting treatment of conces-

sions applied in the financial statements under,IFRS

fust comply with ail cument IASFRS standards.

Any changes in the IFRIC interpretations on aonces
sions or the specificities of French public electnclty
distribution concessions could lead to modlfu:auon of

5.2.1 Recogmtlon of concession assets as property;
plant and equipment operated under concessnon

The indlusion of al concessionary facilities in €DF SAs

balance sheet assets, regardiess of the origins of their
financing. is justified under IAS 16, as EDF SA controts
them and bears the risk:

— EDF SA operates the fatitities at Its risk and reward '

throughout the duration of the concession; | i

'~ EDF SA bears the majority of risks and beneﬁts both
technical and economic, over the useful Iafe of the

ne_twork infrastructure,

i EDFfFinancial Statements 2005 %

- These items of property, plant and equipment are
stated at costriess accumulated depreciation. and
amortized on a straight-line basm over the estimated
—useful life, =—-+—-

I

©6.2.2 Recogpnition of special.concession liabilities

The Group's specific contractual obligations are
expected and recognized by the grantors annually,
and qualify for recognition as tiabiiities under 1AS 37.

- g[gnm_m_g;jsﬁug_asm these correspond to the
. grantor's right to recover all assets for il considera-
tion. This right comyxises the value in kind of the’
facilities - the net book value of assets operated
under concéssion - less any as yet unamortized
ﬁnanclng pmvlded by the operator.

Blgms_ln_assﬂs_m.m.mmed. these correspond to
" the operator's obligation to contribute to the
financing of assets due for replacement. These non-
financial liabilities are reoorded under the following
headings: ’
. » amortization recorded on the portion of assets -
financed by the grantor;
« provision ifor renewal based on the difference
between the replacement value at year-end and
‘the historical value of the assets. conceming only
assets due for renewal before the end of the con-
~ cession. ' o o
The annual aliocations to the provision corre-
spond to the difference between the replacement
value as measured at each year-end, and the his-
torical value, kess any existing provisions. The net
amount is spread over the residual usefut life of
the’ ass-ets Consequently, the expenses recog
nized incfease over time.

When assets are replaced, the provision and amorti-
zation of the grantor's financing recorded in respect
of the replaced item are eiiminated and transferred to
the rights in existing assets, since they are considered
as the grantor’s financing for the new asset. ~Any
EXGESS provision is taken to income.

During the concesslon the grantor's rights in assets (¢
be replaced are thus transferred upon the asset’s
renewal t0 become the grantor's rights in existing -
assets, with no outflow of cash to the benefit of the
grantor. ' o

¥
H

The grantor"s right to recover existing assets for nit
consideration thus increases as assets are replaced.
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Valuatlon of specnal concession
jabilities———— —~
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The. value of special concession Ilabllitles is deter-

mined as follows: .

- The grantor's interest in existing assets, representlng
the share deemed to be held by the grantor in the
concession assets. Is valued on the basis of the
assets recorded in the balance sheet; ‘

- The obligations relating o assets o be replaced are
valued on the basis of the estimated value of the
relevant assets, measured at each year-end taking

Into consideration wear and tear on the asset at that

date: )

- based ‘on the difference between the asset’s
replacement value as assessed at year-end and the
historical cost for calculation of the provision for
renewal (see above);

- based on the share of the asset’s historical cost

. financed by the grantor, for amortization of the
grantor’s financing. '

The valuation of these liabilities is subject to uncer-
tainty in terms of cost and disbursement dates,
among other factors.

The Group considers that the liabilities refated to
assets to be replaced are to be valued on the basis of
the special clauses contained in the concession con-
tracts. Under this approach, these liabilities are stated
at the value of the contractua! obligations as calkcu-
lated and reported annually in the annual reports to
the grantors.

If no such clauses existed, an alternative approach

- would be to state contractual obligations at the dis-

“courted value of future payments required for the
replacement of assets operated under concession at
the end of thelr industrial useful life. '

For information, the Group reports below the impacts

- of this aiternative approach, i.e. the discounting of

- - the future obligation to contribute to ﬂnancing of
S assetstobereplaced e

The principal assumpuons used in preparing this slm-
ularjon are as foliows:

- the basts for calculation of the provision for renewal
is the estimated replacement value at the end of the
asset’s useful life, applying a forecast inflation rate
of 2% annually, less the asset’s historical value. This
amount ts based on the wear and tear on the asset
and discounted at a rate of 4.25%, based on an
average duration of B years;- '

- amortization of the grantors financing is also dis-
countted &t the rate of 4.25%. :

The followmg table shows the impacts of this dis-
counting for 2005: .

IMPACT ON THE 2005 INCOME STATEMENT

n milions of eurcs)

4,25%
discount
- - rate
- Operating profit betore depredciation and amortization . 200
Operating profit . ) #a15
Financial result ) {475)
Income beforg taxes B0
™ A4« ImpaCT O THE 2005 BALANCE SHEET AND EQUITY
{in miions of eurs and befors s
4,25%
discoum
rate
Al January 1, 2006 - : 1,590

- At December 31, 2005 ) 1,530

Valuation of concession liabilltles under this method is

also subject to uncestainty in terms of cost and dis- -

pwsermdates; in addition, it is sensitive to variations
in inflation and discount rates.
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Note 6. Slgmf icant events and

| transactlons of 2005

Law of August 9, 2004
i for the public electricity
I_;’ and gas service and for electnmty

and gas companies |

The events of 2005 relating to apblication of La\i:r
2m48030fAugust9 2004aredesmbedbelow

6. 1 1 Flnanclng reform for the special EIectnc:ty
and Gas sector (IEG) pensnon system

The main measures involved in the fi inancing reform
for the special Electricity and Gas Sector {IEG) penslon
system, which came into effect at January 1, 2005,
. are briefty described below. )
.- formation of the CNIEG {Calsse Nationale des indus-
tries Electriques et Gazibres) . T
- affiliation with the standard penslon systems ln
application of financial agreements signed by the
CNIEG with various penslion bodies (the standard

pension organization CNAY and additional penslon '

bodies AGIRC and ARRCO), EDF SA paid a sum of

€3,295 million as an extraordinary contrlbutlon ;

from the deregulated activitles; comprising €2, 724
million to the CNAV and €571 million to the AGIRC
and ARRCO;

- allocation of specific benefits earned under the special

IEG system for periods validated at December 31

2004 between the various {EG compantes and, for
- each company, bemeenbeneﬁtsuelaﬂngtogasam

electricity transmission and distribution servlces

" ("regulated past specific benefits” )andotheraamues )

("derequiated past specific benefits");

- introduction of the CTA levy (Contribution Tarifaire

d‘Acheminement} on ¢lectricity and natural gés

transmission and distribution services to ﬁnance

regu!atedpastspecrfc benefits.

The rates of this levy are established periodically by
" the Energy. Budget and Social security minlsters

after consulting the French Energy Regulator {Com |

mission de Reguilation de I'Energie - CRE). For 2005,

T ow,

o el

the CTA was set at 10% and 20.4% respectively for

electricity transmission and distribution by the

- decree of May 26, 2005. The rate for electricity

" transmission services was modified by Law

2005-781 of July 13, 2005, which defined the major

lines of the national energy pollcy and stood at
6.5% at January 1, 2005;

. = financing of specific benefits for the regulated and

we lemefitews 7
Bl benstbuimtd
LI EERELY

dereguilated activities: specific benefits for the regu- -

{ated and deregulated activities earned from Janu-
ary 1, 2005 are fully covered by provisions,

6.1.2 Transfer of the eléctricity iransmission

‘network operation business to a'subsidiary

tn application of the Law of August 9, 2004, EDF .

transferred its transmission busnness toa subsldlary

on September 1,2005. .
|

Al the ielevant assets and liabilities were transferred

for the amount of €4 billion to RTE EDF Transport,

whotly-owned by EDF, with retroactive effect to Jan-.

uary 1, 2005, RTE EDF Transport Is a limited company

" (Soclkete Anonyme) governed by an Executive Com-
mittee and a Supervisory Board, which held its first
meeting on September 1, 2005.

This operation had no impact on the Group's consol-.

Kdated financial staternents, as RTE EDF Transport is
fully consofidated. '
i

6.1.3 Measures concerning the electricity
transmission and distribution networks

Artlcle360ftheLawofAugustQ 2004 stipulates the
respective scopes of the public transmission and dis-
ribution networks and defines the reclassification:

~ facilities classified at January 1, 2005 as part of the
French transmission grid assets that are attributed -
to the public distribution networks were reclassified -
as part of the distribution networks at that date,
and transferred for no consideration to the relevant -

local authorities, at net book value. EDF remains the

owner of the §ubstamns transforming high or very .

high voitage into medium voftage.

b




- notwithstanding any clauses to the contrary in the

public electricity distribution concession contracts, .
EDF no longer has any financial obligation to the

grantor regarding replacement of facilities once

" the normal term of the concession has expired.

The provisions for future renewal charges estab-
lished prior to January 1, 2005 and covering
renewal of facilities due after the normal terms of
-concessions will be used, insofar as necessary. 1o
cover replacement obligations for facilities previ-
ously classified as part of the French transmission
grid assets and now transferred to the public dis-
tribution network, where renewat Is due before
expiry of the concesslons.

As article 36 of the Law of August 9. 2004 canceled

EDF's financlal obligation for renewal of assets oper-’

ated under concession after explry of the concession,
. the definitions of provisions for renewal were
reviewed. They are now based on the difference

between the replacement value and historical value .

.ofmeasetsconcgrned..

Under the concession contracts, EDF retains an oblig- -

* ation to amortize the grantor's financing, which until
December 31, 2004 was included in the provision for
renewal, defined up to that date as the difference

between amortization of the replacement value and .

amortization of the operator’s share of financing
(" amortization of EDF financing”).

To reflect EDF’s contractual obligations towards

grantors, the following expenses have been recorded

in connection with assets operated under concession
since January 1, 2005: '

- industrial depreciation of the assets’ historical value,
spread over their useful life, allocated between
amortization of the financing by the grantor and
amortization of EOF financing;

- a pravision for renewal based on the difference
between the replacement value and the historical

~ value of the assets, also calcutated over their useful
life, concerning only assets due for renewal before

" the end of the concession.

Under this new eccounting treatment, the respective
rights and obligations of the grantor and operator are
reported separately in the liabilities through a break-
down of the grantor's rights and the provision for

renewal (see note 5 - Public electrlcity distribution

concassions In France):

- grantor's rights in existing assets, i.e. the net book.

value of assets financed by the grantor;

(¢ The decrease in the

- grantor’s rights In assets to be replaced. These
correspond Lo:

« accumulated depxeciation booked in respect of
_assets_financed_by the grantor, spread over the
useful life of the asset;-

- a provision for renewal, concerning only assets
due for renewal before the end of the concession.
This is booked in addition to industrial deprecia-

* tion of the assets, up to the difference between

- the item's replacement value and historical value.

The main impacts on the consolidated financlal state-

. ments of this change in accounting method and the
reciassification of French transmission grid assets as .
public distribution network assets. mainly concern
reclassifications within the special concession liablli-
tles concerning the public distribution network.

I

{n miiors of eunos)
L impacts of law
- .
Value in kind of assets - 18,310
mmﬂntyﬂtm

i £ S M N S A R

= net vahue

Pruﬁsimtonalw ) . (d (4.‘073)

The foliowing explanations give detalls of the main impacts for EDF SA; other impacts
mostly corcenn Electricité de Strashourg:
(a)mmrdeﬁWwW@masmtmm
assets has the following consequences:
- Intheassets {property, plant and equipment): reclassiication of owned plant., prop-

enty and equipment as propesty, plant and equipment operated under concession
arabouk\al.efue’lumﬂm(qussma 190 millioe, depreciation:
€1,078 million). .

— inthe liabilitles: reclassification of subsidies and revauation differences previous-
ly included in equity as a componert of the grantor's rights in existing assets, at a
value of €8 miilion.

’ m)mmdmmmmlmmmma:regww%m

dmmmmmnmmmpwbmnmwdammm
For renewal s due to: '
- reciassification of the amortization of EDF financing, at €4,465 million;

— and use of the provision for futse renewal charges at December 31, 2004, con-
ceming assets due for replacement after the normal term of the concession, for the
reptacement of facilities formerly classified as French transmission grid assets and
Mmhmammmmmmmaaim
lion decraase.

{d) The €19 méflion decrease led to an equivalert increase in equity before taes.




% Healthcare.coverage__ .. _
for employees of the electricity -
and gas (IEG) companies |

Negouatlons undertaken during the second half -year
of 2004 resulted in measures ratified by the decree of

February 15, 2005. This led to adaptations 1o the |

healthcare benefit financing system and released the

Group from its obligations in respect of healrhcar‘er ‘

benefits payable to current and retired emnployees of
EDF SA and tertain French subsidiaries, from 2005. As
" the accounts for the respective sections concermng
current and retired employees had not been sepa-
rated, these obligations could not be measured.

The extraordlnary shareholders’ meeting of

August 31, 2005 authorized EDF SA to reduce tts

share capita! by a maximum amount of €7.316 m:lllon

through a transfer to non-distributable reserves, and
~ authorized the Board to implement this operation.

- On October 27, 2005, the Board of Directors decsded
to reduce the share capital from €8, 129000000:0
€812,900,000 through a reduction in the mm:nal
value of shares from €5 to €0.50. The Board also

"Ihdependent of Groug savings plan

f L ol
i EDFfFinancial S;atements 2005 et

- defined the terms of the capital increase related to
“the” Open’ Price” Oﬂ‘er the” Guaranteed Global Place-
ment and the W -allotment option.

On November 1|B 2005, the Board of Directors for-
_maliy recorded the capital increase related to the
“Open Price Offer and the Guaranteed Global -Place-
ment which [raised the share capital to
6906 834.514.

Finally, on Deoember 20, 2005 following settlement .
‘of the over- allotment option exercised on
Decemnber 15, by the banks handing the share place- -
ment unden.aken for IPO, the share capital was raised
1o €911,085, 545 comprising 1,822,171,090 shares -

- with nominal value of €0.50 each {see note 30).

-

As part of EDF's IPO in 2005 the French State decided, -
in application of artlcle 17 of Law 86-912 of August 6,
1986 and art.lde 26_of_Law 2004-803 of August 9,
2004, toreserveaprefetenualofferforumntand
retired employees of EDF and certain French and for-
- eign subsudlan&s applicable to a number of existing *
shares represenung 15% of the total number of -
shares putonthemarketanthepartlalﬂotatbn

The details and beneﬂts of this offer are wmmanzed

below: ;
f
l

Within Group savings plan ~

Scheme name “Energie  “Energie * . "Energie

) . maxi” . . multi” transfert”
Dissount .

: : ) 1006 up 10 €700 :
Company contribution up to €3.450 . : . . _ 40% up to €3,500 - ’ .

. ) - 25% wpto €10.020 | .
Free shares up to €1,258 ] e . 110r3 1 'mraupme.rm 11 20D 0 €70 | : 1o 2up o €700
. 1 1hord > €700 1ird4>€700 | - 1for 6> €700
CGredit holding period {7 2yeam 5 yours ! Syews variabls
Nor-transfarabilty period - . - Pl 2yens 2 yoars : 2 years . Zyeens .
Attrioution of fee shares L 1yer | | 3yeas 3 yoars ' © . 3years
o 256

256 i %56 . 256

Selas price [€) : k-
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The employees applled for 34,554,937 shares
through this offer

_The expense cormesponding 1o the price discount, the

attribution of free shares and deferred payment terms

amounts to €329 million and was entirety recorded In’

2005, in accordance with IFRS 2 (see note 14).

The additional contribution made by EDF to the ben-
efit of employees in connection with this operation
amounts to €124 million.

Edison

6.5.1 History of the EDF group’s investment

in Edison

The EDF group acquired its first investrment in Edison

" during the first half-year of 2001, through market

purchases of approximately 20% of the capital In
. Montedison, the holding company controiling &di-
son. T ‘

The holding companies kalenergia and ltalenergla-

' bis (IEB) were then set up by the EDF. Fiat and Tas-

6.5.2 Put

sara groups and the italian banks.

and cali options signed by EDF

In 2002; EDF granted options to each of the share-
holders of IEB (Fiat Energla, the Tassara group and the
Itatian banks) with respect to their IEB shares and, for
certain parties, with respect to their IEB warrants. £DF
also entered into option contracts with the ltatlan

"banks concerning their Edison shares and Edison war- -
rants. The warrant option was the subject of an out- -

of-court settlement which is described below.

‘Over the first half of 2005. the shareholders of IE8
exertised their put options against EDF as follows:

= options with respect to IEB shares
and warrants

* Fiat exercised its put option against EDF with respect
_ to its 24.6% holding in IEBS share capital, and with

respect to subscription warrants for 83.7 million |EB
shares. This put was exercised at a price of €1.147
million, i.e. €5.14 per IEB share.

Fiat exercised its put option‘against EDF with respect

10 its 14% holding in |EB's share capital. This option
was exercised at a price of €653 million. l.e, €5.14
per IEB share. Flat's 14% shareholding had been

sold by Fiat to the ltalian banks in June 2002, but

the sale contract provided that the shares would be
- ~retroceded to'Fiat*in'the event it exercised-its put
against ECF with respect to.its 24.6% ho!dlng In‘

— -{EB's share capltal

The italian banks exerclsed their put option agalnst
EDF with respect to their 23.37% holding in IEBS
share capital {excluding the 14% holding con-
cerned by the option discussed above) ang with
respect to their subscription warrants for 79.4 mil-
lion IEB shares. This option 'was exercised at a price
equa! to the historical acquisition cost of their hold-

- Ing in EB'% share capitat on July 1, 2001, le. €741

.- million for the shares (€3.50 per share) plus 7%
annual Interest between July 1, 2001 and the date
of delivery and settlement of the shares after the
exercise of the option, and approximately €23 mil-
lion for the warrants.

Tthassaragrmpexerdsed its put option against EDF
with respect to its 20.01% holding in [EB' share capi-
tal. This option was exercised at a price of €800 mil-
lion, i.e. €4.41 per [EB share. The contract with the
- Tassara group stipulates an adjustment mechanism
based on Edison's accounts at December 31, 2005,
which may resuft in EDF making an additional pay-
ment. Given the formula applied to calculate this addi-
tional payment, the EDF groupunently&stlmatesmat .
it is unlikely that it will have to make this additional
payment. it should be noted that the put option does
" not concern the IEB warrants he!d by the Tassara
group (68,014,806 warrants), which will remain the
property of the Tassara group. In acoordance with the
agreements signed, EDF purchased these shares
between July 26, 2005 and September 9, 2005, and
the EDF group now owns 100% of IEB.

* options with respect to Edison shares
and warrants

The ltalian banks exercised thelr put option against
EDF with respect to thelr 2.9% holding in the share
capital of Edison. This option was exercised at a price
equal to the historical acquisition cost of their holding
in Edison's share capital on December 12, 2002, i.e.
€123 million, plus 7% annual interest between
" . December. 12, 2002 and the date of settlement and
delivery of the securities after the exercise of the

option.

6.5.3 Settlement of litigation relating to

the warrants held by the ltalian banks

©n October 19, 2005, the ltalian banks and EDF reached

an out-of-court settement to end the litigation con-

ceming the 123,396,768 Edison waments subscribed

by the banks at the time of the capital increase in 2002.
. Under the terms of the setdement:




-theEDFgrwplecewed for no further payment, Zo%of

24,679, 354warrants(meu-ans‘ermokpiaoem0cmber
T T 26, 2005) and the alian” banks consequently retamed
the remaining 80%, i.e. 98,717,414 warrants;

the Warrants hitherto held by the ltalian banks, |e i

- the Ralian banks waived all claims to compensatnon

from EDF in connection with the arbitration. Inaddmon
mmmammsuptﬁatesmatmcostsofﬂnprweed

mgsthlbesharedequalrymmeammsddyhable

- for its own legal and expert’s fees.

6.5.4 Joint takeover of Edison by EDF
and AEM Milan

On May 12, 2005, EDF, AEM Milan {an integrated tal-
ian operator), WGRM Holding 4 S.p.A. ("Wagram 4,
a wholly-owned EDF subsidiary} and Delmi S.p.A.
(*Deimi®, a 51%-owned AEM subsidiary) enteréd
tntoastructureagreementandashareholaders agnee—
" ment governed by Htalian law, relating to nmp&ementa-

_Uonofmeir_;mnttakeoverofEdlsonandmeirshared '

" control.” A jointly-owned holding company Transal
pina di Energia S.p.A. ("TdE” )wassetup held 50%
each by Wagram 4 and Deimi

 6.5.4.1 TAKEOVER OF EDISON BY :
. TRANSALPINA DI ENERGIA SRI. (“TDE")

On September 16, 2005, IEB sold- TdE Lhe Edlson

shares and watrantsuheidatthemceof€1 55per
" share and €0.59 per warrant. At September.30,
2005, TdE held 61.7% of the capital and approxl

mately 63.35% of the voting rights in Edsson |

{2.631.976,000 shares) plus 240,000 Edison war-

rants. TheEDFgrwpw:llremammeomwerofthe ‘

Edison shares it holds directly i.e. 5. 16%oft.hecapl
tal and 5.33% of voting rights in Edison, and
95,253, 661 Edison wamants,

Fotlmulng TdE's aoquisltion of all Edison shares O\ered
by IEB, having received forma! approval (nuila osta)
_from the halian markeuegulatorComobfortheoﬁer
documentation on October 4, 2005, TdE taummu’
mandatory tender offer for the outstanding Edlson

shares, and a voluntary tender offer for Edison war— :
rants on October 6, 2005. Therewasnooffercon, :

" cerning the Edison savings shares. Edasonsrwesand
warranzshelddrrecﬂybyEDFwerenotterneredto
the offers.

The price of the mandauxy tender offer for Edison

shares as stated in the offer documentatjon by TdE
was €1.86 per share. This price was calculated as
required by Rtalian regulations, by taking the arith-

EDFIFInanclal Statements 2005

metlc average of the following two share prices: (f)
~€1753 Which'is. the” weighted "average Edison share
price over the 12 months preceding the date of sig-
.~ ~nature of the St.rucume Agreement and (i) €2.18, the
~ implicit value of gdlson shares resulting fnqm theexer-
cise price of the put option for the sale of [EB shares .
by Fiat to EDF. The price of the voluntary tender oﬁ’er
for Edison warrants was €0. 87

The offer was closed on October 26 2005

Based on the results announced on November 4,

2005, 1,218, 816 750 shares and 371,389,001 war-

rants were tendered to the offer, for amounts of
€2, 267 million and €323 million respectlvely

: Concunently TdE sold 384,439,112 shares to two
bariks desrgnated by Detmi, and 501,312,210 shares
. and 161,616,602 warrants to WGRM 4 SpA.

In application o:f agreements signed with AEM on
May 12, 2005, EDF also paid TdE compensation of ()
" €0,15 per share and €0.12 per warrant for all securi-
ties acquired through the tender offers and retained
‘ by TdE, i.e. a total of €75 million, and (i) €0.15 per. -
share for shares acquired through the tender offers by.
TdE and sokd t.ot.hetwobanksbyDeIml i.e. €58 mil-
lion. .

Edison’s shareholdlng structure is as follows after
these operations:
i i

ll Ordinary Savings

shares shares Warrants -
TCE fointly owned 50%) 2.065,041,428 210,012,350
* EOF SA and whally-owned subsidarias 721,506,448 281,549.817
Do . ’ 384,430,112 - )

110,562,420 527,148,787
110,692,420 1,018, 110.803

91,467,168
4,162,453,154

Other companios

The EDF group thus directly and indirectly holds
51.58% of the capital of Edison {Including savings
shares)aridshafespntoonunlover!idisonwithAEM
on a 50% basis by virue of the shareholders’ agree- -
“ment. which governs relations between TdE share-.
haiders, the exercise of control over Edison and the
relations of EDFf and AEM Milan with TdE and Edison. .

TdE ard Edison are therefore now proportionally con-
solidated in the EDF group's consolidated financial
_statements on a 50% and 51.58% tasls respectively.
In view of the sequence of the main events leading up




to the joint takeover (principally the exercise of the
put option over IEB shares, the sale of Edison shares
held-by-IEB.to-TdE,- and-the-tender. offer. for.Edison—

shares and warants), the date of initial consolidation
of these entities by the EDF group is October 1, 2005. '

IEB is also fully consclidated as of that date. It has held-
no Edison securities since September 16, 2005, The
acquisition cost for this company. net of the price for
the sale of Edison shares to TdE, is included in the
acquisition value for £dison.

6.5.4.2 ACQUISITION VALUE

The acquisition vaiue for Edison shares breaks down
as follows: . ‘

{in miions of ewos)

Number

. . 'of shares

Acquisition prica for Edison including expenses., .
o e vl ot 55 clate 2,204,026, 162 4849
Folr volus of fnencial Instruments (.43
i cther cbigations T

,;’Acqmsmon value, n of pre\nous

< established provisio

6.5.4.3 ALLOCATION OF THE
ACQUISITION PRICE

Edison’s assets and liabilities were recorded at their
fair valua at the acqulslﬂon date of October 1, 2005.

Since the acquisition took place towards the end of
the 2005 financlat year, provisiona! fair values were
determined on the basis of Edison’s consolidated
financial statements under IFRS at September 30,
- 2005, In accordance with IFRS 3, the Group has
12 months to finalize the allocation of the acqulsl
tion price.

On this bass, the pmvlsimal goodwﬂl breaks down as
follows: '

£ DETERMINATION OF GODDWILL ON EDISON

{n mions of eurts)

Net book vaiue of ssats accparad 8,006
Gooowll et local lovel ’ 2,505

£ et wiets acouirad, exchuding oodwil STEESITS SRR ATIIN 2 604 %d
Alocation of scquisition price:

Property, plerd and equipment™ - ) e
Gas concession@ . 115
ntangble gxaty® - 6as5
Tecrimont® L 86
Financial debts™ - nse
Deserred taxag® [<37)]

AT m&@mmww* L precain |
N s e st s 3 TP A e e 1O
EDF shovo (51.58%) ’ . 1548 -

Nat acquisition cost ’ ’ 3418

Pmpaty mmeammmmmmmmmm

ed cash flow method. -
1) The €189 million revaluation of property mmmwmmnmﬂ'ed

palb.-:rous(eu million). mupmplars(ewl million), amgasmm(eu ik

, Z}Gasumesslu'smmlymrm'nrameshltmy

3)mmmwmmmmumwmmmmas
“Take or Pay” contracts.

4) Asthe Tecnkmont group wess sold by Edison durtng Novernber 2005, the corvespond-
ing assets and liabiities have been stated at fak value less sefling costs.

S)Mmmwmmamﬁemlanmwmnmmmm
" value at September 30, 2005.

S)Da‘enu:lmmmhun mmmmwm




Based on the aboye data, Edison’s consolidation in th‘e EDF group has the following impact on me EDF balance sheet {EDF's share):
i ASSETS b '
§n milicres. of euros)

Acquisition Impacts of Balance sheet
. ., balance sheet restatement at fair value
as of 09.30.2005 . to fair value 09.30.2005
Goodwl | 1,808 _ ngog CL
Other intanghle assets | 190 353 543
Property, plant and equipment | 4475 157 4,633
Investments in companias acoountad for under the equity rnuhod ] . 34 - 34
|

#n milcrs of eures) . | R
. - ' Acquisition Impacts of Balance sheet
* balance sheet © restatement at fair value
. as'of 09.30.2005 1o fair value 09.30.2005
Capita | 2.200 . 2.200
Congolidated reserves and income | 946 - {1,497) ’ {551)
Minority interests | 242 ' 242
£ Toual Eqisty5issi Sinnas *%a*;m S i EmR Y, o i AT S e
Non-cument provisions 520 529
Non-cument financial Rablities 2,622 2,702
Deformod tax Eahilties f €01 ™
 Non-cirrent Kabibes 77 2 L e G AT A e e AN
Tmmmmmwmm . 476 . 476
Current tex kabilities : : 36 - , . 3B
Other kablitios * ) ' 272 - : 72

E Current fabilities

" 6.5.4.4 EDISON RESULTS AND PRO FORMA
'INFORMATION FOR 2005

EDF's share of Edison’s sales and net income for the |
fourth quarter amounted to €1,011 miliion and
€34 million respectively,

Restated pro forma, EDF' share of Edison’s sales and * | On Juns 28, 2005, the Brazilian development bank

_net income for the year 2005 amounted to . . BNDES (Banco Nacional de Desenvolvimento Eco-
€3,430 million and €208 million respectively, - o nomico e Sockal} approved the grant of an aid pro-
-t ) gram consisting of a reduced-rate loan convertible up
6.5.4.5 JOINT CONTROL OF EDISON - - to 50% into share capital. On luty 29, 2005, the

The shareholders’ agreement entered into for thvee | BNDES transferred to Light the amount of this loan,

years governs the relations between TdE sharehold- - amounting to 735 million reals (727 million reals
ers, the exercise of control over Edison and the rela. ' nominal value plus tate payment interest, or a total of

tions of EOF and AEM Milan with TdE and Edison. | . approximatety €250 million based on exchange rates

i
4
i
1




cmmd e pame ey

at Augpst 31, 2005). In late July 2005, EDF also con-
verted Light's debt of approximatety €327 million to
its parent company into share caphal.

A MAALE
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= Ed'enor

The EDF group and Dolphin Energla SA (*Dolphin™)

© - ~entered Into & sale-agreernent on lune 10, 2005, In
: which the EDF group undertook to sell to Doiphin

~ 100% of the shares in EASA, which holds 51% of the

share capital and voting rights of Edenor, and 14% of

the share capital of Edenor, for a total price of USD

100 million, payable in a single instailment. EDF's

Board of Directors approved the sale at its meeting
held on june 29, 2005.

Following the sale, the EDF group retains direct own-
ership of 25% of the share capital and voting rights
of Edenor.

mésalewasoompietedeeptemberL 2005. gen-

‘erating a capital gain of €188 million inctuded in

income, and a reduction of €448 million In the
Group$ net indebtedness.-

The Group transfermed control of Edenor by selling its
indirect holdings through EASA and a portion of its
direct investment, and Edenor ts now accounted for
under the equity method in the EDF group consoli-
dated ﬂnancial statements.

" Note 1. Impact of the Law of August 9,

| 2004 on comparablllty

The EDF group's financial statements reflect the
- impacts of the Law of August 9, 2004 for the public
electricity and gas service and electricity and gas com-
panies ("Law -of August 9, 20047) concerning the
financing of the pension system and concessions, ST T

e

1

a-

J' o*'a,,”.' e

Impacts of the financing
reform for the special IEG -

from the date of January 1, 2005.

For purposes of comparison between 2004 and
2005, In addition to the financial information at
December 31, 2004 prepared for the transition to -

- LASAFRS, the EDF group has prepared pro forma fig-
ures for 2004 to simulate the Impacts the Law of
August 9, 2004 could have had on the Group's
income statement at December 31, 2004, if the spe-
cial IEG pension system financing reform and the

- measures concerning concessions contained in that
law had taken effect as of January 1, 2004.

This financiat information Is provided solety as an lus-
. tration and cannot serve as a basis for comparative
figures for future years, nor can It be considered an
indicator of operating results for future years.
Restatements affecting the pro forma lncome state-
ment, are described In note 7.3.

 pension system

The exceptional payments to be made by the Group
to the sector’s pension and benefit management
body CNIEG under financial agreements signed with
the CNAV (standard pension organization) and addi-
tional pension bodies are recorded as liabilities from
January 1, 2004, at the amourtt stated In the agree-
ment {€2,392 million net of taxes) and considered
paid in accordance with the schedule set forth in the

: pro forma finanicial information for 2004,

No provision is booked for the basic benefits covered

by the fiancial agreements signed with the general -
and additional pension bodes.

Specific benefits earned by employees in the regu-
lated activities (transmission and distribution) prior to
the effective date of the reform, and exceptional con-
tributions payable to the basic and additional pension
systems, are financed by the CTA lewy (Contribution
Tarifaire d'Acheminement) on electricity transmission
and distribution services, and therefore are no longer




financed by the EDF group; 6onseqﬁen83n there is no
need for a pmvision for these obligan'ons.

Benefits paid dxrecﬂy by EDf prior to the reform and .

. . payments to_external funds, net of insurance, premi

' ums received, both included in expenses under.
French GAAP, have been eliminated-in the vo forma

financial information for 2004,

" Employers’ contributions are calculated under the -

rates fixed by the financial agreements with the stan-:
dard pension systems. The restatements applied for
the pro forma personnel expenses also nclude the
impact of the bonus paid to IEG employees to com:
pensate for the loss of purchasing power resuiung
from the increase in employees’ persion scheme con:
tributions.

* Specific benefits earned by employees in the regu;
lated and deregulated activities over 2004 are
recorded in the income statement under "Cost of ser.

* vices rendered”.

‘The cost of services rendered corresponds to the

increase in the obligation for specific benefit ermtle- :
ments of employees in the regulated and deregulated

activities. The financial expense is calculated using a
5% discount rate. The financial income oomﬁpond
lngtotheexpected reumonexternalmrnasetshas

EF i e e )
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akso been taken Into account, based on antidbated
returns on these assets in view of the instruments-
——theyoomprise P e e e

As the CTA levy is is price_ neutral for customers, EDF's. .

" sales have been reduced by the expected totai'

amount of the Ievy _ .

[ .
The Impact of thg exceptional payments on the pro .
forma financial income has also been taken into
account, calculated using a 4.5% discount rate.

Article 36 of the Law of

 August 9, 2004 on concessions .

Impacts on the restated pro forma 2004 income statement

The impacts of this article on the income statement

" resutt from discontinuation of the provision for future
renewal charges. covering.renewal of facilities due
after the normal term of the concession, and estab-
lishment of a provision for renewal concerning
repiacement obllg.atbns for facilities previously classi-

* fled as part of the French.transmission grid assets and
now transferred to the publu: dist.nbution network -
(see note 6.1. 3. :

Tr;empacrsofthesematemntsm?.%profonna
net income are presertted beiow.

BRI P ‘L.—op‘;.
| Sales b AL

Total impacts
| of the Law of
Bl August 9, 2004

2004
pro forma

- Other operating income and expenses
09erating  profit biefors 73 PR e e
: gr/amoriization ar pmvishu"sggn,.,_

Nmmmmﬂzaﬂm

1 Group net incofna 7i5EE 4R S

Minority interosts o S0y |
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Note. 8 Changes in the scope

_of consolldatron

consolidation in 2005

" . The matn changes in the scope of consolidation
during 2005 are described below:

. - Foliowing the takeover of Edison, EDF has propor-
tionalty consoligated TdE and Edison in its finan-
cial statements since October 1, 2005. After
implementation of the structure agreement and

interest in Edison after the tender offer is 51.58%.
o _' _ . IEBand its holding companies are wholly-owned
TTTTT T 77 by EDFand are fully consolidated. ' °
The impacts of consolidation of Edlson are
‘described in note 6.

EDF also sold 20% of its investment in Flnel 1o Edi- -

son, As @ result of this operation, Edison held a
controliing interest in the company, and the con-
solidation method for Finel was changed from the
equity method to proportional consolidation
(61.26%) as of December 1, 2005.

- Following ENBW's capital Increase of April 2, 2005

through the sale of treasury shares, OEW's hold-

ing in EnBW reached the same level as that of EDF.
EDF's percentage ownership of EnBW decreased
from 48.43% at December 31, 2004 to 46.12%
at June 30, 2005; '

— EDF Ostalbkreis and EDF Weinberg were decon-
solidated as of January 1, 2005. EnBW also pro-
ceeded to first-time consotidation of Prazska Ener-
getika holding A.S. and Prazska Teplarenska
holding A.S. (by proportional consolidation); and
the Austrian company EVN AG following exercise
of a put raising its investment from 13.2% to

. 29.7% {accounted for under the equity method);

-in Argentina, the sale of Sodemsa and Edemsa
was finalized on March 30, 2005, leading to
deconsolidation of both companies. EDF also sokd
100% of Easa and 149% of the capital of Edenor
on August 31, 2005, Foliowing these transac-
tions, EDF holds a 25% Interest in Edenor, which
"has been accounted for under the equity method
as of that date.

the shareholders’ agreement, the percentage

- In Brazll, as part of the debt restructuring opera-
tionss by Light. minority shareholders subscribed to
the capital increase of late July 2005 and con-
verted some of the company’s convertible bonds
into share capital. As a result, EDF's percentage -
interest decreased by 5.22%, and the Group's
investment stood at 89.57% at December 31,
. 2005;

-In Europe Skandrenkraﬁ was dissolved and decon-
solidated as of Aprii 1, 2005.

Sapar Participations was sokj in early January 2005.

% Changes in the scope of
st consolidation in 2004

There were no significant changes in the scope of

. consolidation during 2004, The operations under-
taken mainly concerned changes in percentage own-
ershlp

At EnBW, these changes concerned:

- EDF’s participation in the capital increase under-
taken as part of the refinancing process imple-
mented in June 2004, which led to an increase in
. the Group's stake in EnBW from 45.81% to’
48.43% at year-end; and .

- the ongoing divestment of non- strategic busi-
nesses, principally the sale of the APCOA sub-
group and HidroCantabrm SIP Meho, Dlt.ra and
EnRW: and

- partial withdrawal from ESAG and acquisition of .
control tn GASO through the formation of the
‘holding companty ENSO.

“The Impact of these changes in the scope of corsoli-
dation on Group sales is €(337) million.

At EDF Energy, following a review of shareholder
agreements, Metronet, which was previously propor-
tionally consofidated, was accounted for under the
equity method as of June 30, 2004

finel sold its 75% investment In ISE to the Edison
group. ISE was deoonsohdaled as of December 1,
2004,




L T : o B £DF/Financial Statementszooﬁ?

Segment reporting corresponds to the Group’s internal organization, refiecting the varlous risks and rates of return to which EDF '
is exposed.

Segrnent reporting is primarily by geographlcal area according to kocation of asset.s with the oomtry risk t.akmg priority over
the “business” risk in view of the Group’s mternatlonal developrnent strategy and differences in economic, regulatory and tech-
- nical envaronments between the various areas. ' ,

Segment reportjng is determined before inter-segment consoltdatlon adjustments and inter- segment ellminauons Inter-segment
transactions take p!ace at market prices. .

iii Reporting by'_geographical_area S

1

The breakdown used by the EDF group for geographllml areas s as follows:
- "France”, which refers to EDF SA and its wbsidlar)' RTE EDF Transport, comprising their regutated activities (mainty Distribu-
tion and Transmission) and deregulated activities (mainty generation and supply); .
- "United Kingdom", which refers to the EDF Energy subgroup; ' L
- “Germany". which refers to the EnBW subgmup

- "Rest of Europe ", which groups together the other European subsidiaries, prindpaily located in kaly and western Europe
and new Investments and businesses including Electricite de Strasbowg Dalkia, Tiru, Asa EDF Energles Nouvelles and EDF
Trading: -

- “Rest of the world ", which covers subsidiaries in Latin America and Asia. i

9.1.1 At December 31, 2005

[Tou! iabites 2 iy s
OTHER INFORMATION: . _
:u:mmhmmi. . 3216 10 : 527

Net depreciation end amortizetion 3.634) 446) L {49) .

— 1 - 09 (129 - - i—:ﬁ%umﬂ




COnsolldated fi nanclal statements

4,627 4748 2115 . .- - 48,150
18 8 (51m -
543?%@*&%“%«‘“.“‘«’?&@5?&%2415"5@’“’

OTHER INFORMATION: . . . : .
Net depraciation and amortization {3,462 @424 - £34) 873 259 - (4.84%

Impetrment” . . 10 - . {60) 240) (1,083} - {1,373)

9.1.3 At December 31, 2004

é‘a; B A e, Gt B e _ -

- 1"‘»

Rest of the world Eliminations

_ . Germany Rest of Europe

' 5,957 4,827 . 4,748 2,115. - 46,7688
. 18 38 . T B0 -
z ssn@;{‘*‘%{l&@tm SRR 6,086 TS ?‘1115:@&&&_;:*51@. 2 ﬁzz‘“ﬁm:ﬁa

BALANCE SHEET:

Intangibia assets and property, 1 1 R 26.933

plant and equ ‘ 75825 9,339 8,189 5,408 2,07 A

rvestments In companies eccounted e A

for under the equity method 49 564 1.525 &0 - 2,108

Goodwll - 2,408 1,852 1,074 L - 53711

Other segment assets ™ B <] 1,026 1,320 5811 . 1,123 - 27.01

Other non-elocated assets - .. - .. . - - © 18,018
- | Total essets iAo B 03, 656 T o 12 B2 T O 0,028 S AT 1810 S T 3, a0 S R R e T ae 31

- Segment lablities® . 93,067 © 2,895 5,40 6,309 1,135 S - 109,687

- OTHER mFORMA‘nON

Irvestments In intangible assets . ’ L :

: 7 . 4 17 - 4,908
and property, plant and equipment 2976 850 . 23 28 3
Net depreciation and amortization (3,452 424) 334) {ry 259 . - {4.842)

bmipaimment 10 . (60 (240 (1,083 - {1.373)

(1}wusegmmmmmmmnademuesmmmm : .
(2!SegmerlIlabﬂﬂesmmspeclaloumessnmuab&mspwlsbrsfammdnmmmeamrummgammmpmvlsh‘tsfuermbyeebmeﬁts-
other provisions for contingencies and Kosses (exciuding provisions for risks related to investments and provisions for tax risks), rade payables and other Kabfities.

{3) The finalization of the transition to [FRS led to a €57 miflion comection to the allocation of operating profit before depreciation and amortization between geographical areas, main-

Iy reflected in an increase intoperating profit before depreciation and amortization for France and a decrease in the same iem for the UK

, France ! l:urnpe Rest of the world @l EDF Trading Total

‘“ﬂ?u;‘af‘
2004 pro forma . . . 27. 15.419 : 2,414 394
2004 ‘ ) . 28,561 15,419 2,414 /4 46.138
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'2 Reportlng by | business segment -

—_— —— e

el

oy

The Group's businesses are divided Into the following segmerts: ' .
- - Generation/Supply: this segment covers all expertlse and assets required to generate energy ‘and sell it to industry, local
authorities, small businesses and residential oonsurnem
- Distribution: this consists of managing the low and medium-voltage publlc distribution network
- Transmission: this involves operating maem.ainmg and expanding the high- voltage and vefyhlgh-voltage electricity transmls
sion network;

I‘IIIIIIIIII

- Other: this category consists of energy services (mstrlct heating, thermal energy services, etc} for industry and local authorities, .

as well as new segments mainly aimed at boosung electricity generation through cogeneration and renewable energy sOUMCes
(e.g. wind turbines, soiar panels, ete).

hmlmdams)
D b 0 O () 0 O
I B e
J 1 . [ ‘rw
17,755 1 Bge4 A . 485 {860) [3&3‘30.126
16,489 i 1,460 24 2182 - }EF209255
R S RS R @;ggx;‘lwmw (4,066 SEEERE A 3,210 R D (860) %gwﬁsms:wa
‘ 58,174 .| 62576 12.312 . 9,484 (1,838 133.?10
- HE - : . - mmﬁj
. u‘t?.-.e %

85818
1,334
0,152 SR

9,368 3,789 . 297 | (.029 © 29,341

12,559 EED 139 3415 - 17447
LS 20 ATS SRR gmo.muf‘f 128 SR SR 2 T (LRSS
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(1)mnmmmmuuammwmmregmedm(nmhnmm}unmm) (41) for 2005, (zsbfamwm;rom

eliminations of ransactions between dereguiated activities: (30) for 2005. |

(2} To provide the most accurate reflection of each business’ mkmwzmmmmmmadmmmmmmwmm
statements at Desermber 31, 2004 prepared for the transition to JASAFRS. In particular, sales for the Generation-Supply activity are reported net of the cost of dedivery by the Transmission -

and Distribution activities, and saes for the Distribution activity are reported net of the cost of defivery by Fransmisssion. Consequertly, in contirst 1o the financial statements at December 31,
paabﬂhymzwﬁ

- 2004, meseoe!mquaemsammwmmmwmmmwmhmaHMWWhammwmm a
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-—--—~—Nete40‘ Sales -

g - '—,._ PR sy S ‘; T 5-

%ﬁi@’fﬁﬂ sam‘:"ﬁ
i

iSates WFTE ke g ¥ &% R it y 51,051 - . \ - 46,788

Consolidated sales Increased by 9.1% compared to 2004 and 10.6% compared to pra forma sales, and include €1, 010 million
. of Edison sales for the fourth quarr.er of 2005. . :

2005 sales levels reflect the introduction of the CTA levy {Contribution Tarifaire d Achemmemen:) on electricity and natural gas
transmission and distribution services (€714 milllon) and the application of IAS 32 and 39. The CTA impact was included in 2004
pro forrna sales at an amount of €638 million, .

s e e e
."‘.'.’ ..Z"" . .l}_.‘:i-..

P ""’?n“{l” £

1'..--. La s

22 1’1:,4«""4.,.. 2

0%

Fuel and energy purchases Increased by €3,207 million or 23.8% from 2004. €620 million of this increase s attributable to con-
" solidation of Edison from October 1, 2005, and significant rises in energy costs were also a contrituiting factor.
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" inmions of eurs) i ?
' xmn::(mmmm ol and eneray) i : )
e e —
| The increase in other external expenses mal;wlyresuitsfrmn consofidation of £dison |
Note 13. Contractual obllgatlons and commlt-
ments entered__lnto |n the course of busmess

i Commercial contract

5 commltments

Inmeoowseofitsgeneratimmdmplyactiviﬁs
theerphasenteredmolong-termoontraasand

“take or pay” contracts, in which it undertakes to )
- purchase raw materials, fuel, energyandgasforpen' ‘

odsofuploZOyear&Theroupa!sohasoommrt:-

ments to supply energy and electricity. under firm
sales Ccontracts to end-users.

In most cases, thesé are reciprocal commitments,
and the third parties concerned are under an oblig}
ation to supply or purchase the quanmjes spec:ﬁed

in the contracts.

EDF SA has signed a group of long-term contracts
with a certain number of European electricity busi-
nesses, undertaking to supply electricity. These con-
tracts are of two types: '
- co-financing agreements for mmlearpowplants
either for a specific plant or for a defined group of
plam.Compani&spamclpaﬂrgInmisﬁnandngha\e
a right to draw power from the plants concerned, in
pmmdpkmummm:

- long-term commercial sales contracts, generally '

covered by the nuclear power plants.

EDF has akso entered into long-term purchase con-
tracts with a centain number of electricity producers, -

either by f'nancnng power plants, or through com-
mercial electriclty purchase contracts.

When it invested in EnBW in 2001 EDF atso under-
took to sell 6,000 MW on the French market to the




" highest bidder. This had beeh achleved by the end of
2003. The commitment’s initial duration was 5 years
and it may be reviewed with the EU authorities in

early 2006.

Under article 10 of the Law of February 10, 2000, EDF

" Is obliged, at the producer’s request, subject to com-
pliance with certain technical features, to purchase
the power produced by co-generation plants and

renewable energy production units (wind turbines. '

: Operating contract commitments

and small hydro-electric plants or operations recycling
organic waste). The excess ¢osts generated by this

 obligation are offset by the Contribution to the Public

Electricity Service (Contribution au Service Public de
I'Electricite - CSPE). : '

These commitments atso Include commitments
related to long-term fuel and gas purchase contracts,
and contracts signed by EDF's Nudlear Fuels Division,

_Inthe course of its business, the Group provides contract performance guaram.ees. generally through the intermediary of banks.
The Group has also given and received commitments jointly with third parties or subsidiaries. maturing as follows:

Maturity

1-5 years

> B years

Satisfactory performance, completion and bid guar-

.antees mainly consist of guarantees related to the
-construction or operation of powes plants in Mexico
(€204 million}, China (€13 million), and Laos
(€170 miltion). The EDF group has also given other
guarantees totaling €244 million, principally by EDF
Energies Nouvelles and Dalkla International.

At December 31, 2005, firm commitments on oper-
. ating orders other than commodity and energy pur-
chases and commitments for purchases of property.
plant and equipment amounted to €4,193 million
{compared to €3,440 million at December 31. 2004),
mainly given by EDF SA for fixed asset and operating

orders (€1,699 million and €1,242 million respec- -

tively), and by Edison (€338 million).

. Other operating commitments mainly concern:
_ - the solidarity commitment undertaken by operators

of nuctear power plants tn Germany, which would
come into force in the event of any one of them .
being unable to meet its obligations following a
nuclear incident. The total amount consolidated by

_the EDF group through EnBW amounts to
€1,035 million (€1,087 mililon at December 1,
2004); : :

- a contract entered into with COC Ixis Capital Mar-
kets to cover the exposure of EDF's electricity distri-
bution network in France to risk of storm damage,

~ whereby each party undertakes Lo indemnify the
- other for any liability connected with issuance of a

CAT bond, up-to an overall maximum amount of
€240 mition for each party. The total amount of
the fixed premium’ outstanding at December 31, -
-2005 Is valued at €61 million;

- the operating commitments of Edison following its
consolidation by the EDF group (€585 mittion),




FEEHEE]
13 -i‘i:

Operating lease commitments

meerplsbomdbytrrevocableoperaﬂngleasecomractsforpremm equlpmentarﬂvehiclesmedlntheootmofitsbt.usk
ness. Thewrespmﬂ:ngpaymentsaresubjeamraegmmmatmtavabdeﬂmdmmmacs At December 31, 2005, the
tmaiememesaMoanmmxemsfcrhevocahbleas?payrmmswemasfotm :

Maturity

1-5 years . > 5 years

Openating laese commitments
Operating lease commitmens received -

TR

o lors of ewros) ’ 2004
' pro forma

Sodial contributions . i {878) {878
Employes profit sharing ' { @87 - {287
Non-menetary benefts | 354)
Other expenses nked to shorl-telm benefits | {10

. Sort-tEmm banefits R a3

§ postiemploymen benefied 8 H Finar) (3,444
Cther long-term expanses 7
"Offar resarved for employees” -
Termination payments 10 T 10

Other personmel expenses
TPErannnol GXpenses SIng
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Average workforce

" e
L] ;ﬂaﬁ‘}!'—:

Total I IEG status

Average workfd‘ce numbers are reported on a full-time equivalent basts. Personnel correspohdlng to pmponkxﬁally consolidated
companies, included pro rata with the Group's percentage interest, represent the equivalent of 21,922 full-ime employees.

Management personnel who betong to the IEG '
regime also benefit from the post-employment bene-
fits attached to that status.

The Group’s key management personnel are the
_ Chairman of the Board of Directors, the Chief Officers
and the external members of the Board of Directors.

- At the time of the IPQ, they were abie to benefit from
the preferential terms granted to employees: dis- -

Compensation paid by EDF and controlled companies
to the Group's key management personnel amounts

to €23.7 million for 2005 for short-term benefits
(including sociat security charges and director’s fees).

counted share prices, attribution of free shares and 8
contribution made by EDF to the benefit of personnel.
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-
|
|

2005 . 2004 2004
pro forma .

Net increase in provisions for operating contingencies and losses

. Operating subsidies ’ 15711 . 1,571
mmmmmmdmmmm | - {56%) {645)
Net incoma of deconsolidation | I . N
Gains on disposal of property, plant and equipment | 81 81
Net increasa in Provisions on curent assets : : | 75 {75)
|
|

Other operating income and expenses
i C'Iiﬂ&".’bﬁe'ré't'i'bﬁi:ﬁédrﬁé and'expenses ¥

- Operaiing subsidies mainly comprise the 'subsldy

‘Light (€59 million).

received by EDF in respect of the Contribution to the

Public Electricity Service {CSPE} introduced by Law :
"2003-87of 3 January 2003. This contribution is' '
payabie by end-users (both efigible and ineligible) and

collected bynetwoskoperatorsorelectncuymppim

. which then pay i to the State. Since January 1, 2005
ﬂwaddmiomlcostsresulungﬁunmeprbritynwd 2
tariff (tarif de premisre necessfte)andﬂwpovertyand

vuinerability action measures are also included in sub-
sidies.

Note 16_ Other mcome and expenses

vy e

* Other Income and expenses in 2005 result in a net.

income of €251 miltion, mainly comprising mcome
resulting from decansolidation of Edenor followmg
the sale of 65% of its capital (€189 miion), and|a
dilution profit following the debt restructuring at

. . ® -= et -‘. " .»1_~ . -:. -

" In the financial statements, this compensation .,

resulted In recognition of income of €1,301 mitlion in
2005 and €1,561 million in 2004. In 2004, foliowing -

“hotfication by the CRE, a commection of €157 million .

in respect of 2002 and an adjustrnent of €(55) miltion
in respect of 2003 were also recorded under this

-heading.

The CSPE income recevable was valued on the basis
of the most probable assumptions. assessed at _
December 31, 21005.

1J1; N

n 2004, the impact of the payment related to the dis-

mam.lingofthe Marcoute site was a netexpenseof_
€190 million.




¢ Cost of gross financial mdebtedness

S35t
Ll iinn:

Details of the components of the cost of gross financial indebtedness are as follows:

{in mions of ewrcs)

Inkerest expanses on financing operations
Inefiective portion of fair value hedgas
Ineffectiva portion of cash fiow hadges

Trensfer to income of changes in the tar value of cash fiow hedges
Net foreign exchanga gain on indebtedness .
"Cast'of gross financiaf indebtedness TEmib dais Lole e LT : - {1,472)

‘:aﬂ,-x_.rx.mu.u
b

: Discount expense

The discount expense pnmarily concerns provisions for end of nuclear fuel cycle decommlslonmg and last cores, and provislons
for Iong—tenn and post-employment employee benefits.

- Detaits of this expense are as follows:

S e
Tl

2005 2004 2004
pro forma

ol oo
fn.ﬁ«ié:m -

' (2432
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Financial income on cash and cash equivalents -~ | L
Gaing on financial assets . I § o
Changes in financial Instruments caried at fair value with changes in & value ncuded in Income

Cther financial expenses : ) J
Fareign exchange gainAoss on tnancial ems other than dabts !
Retum on hedging assets - . e ‘ A
¥0tnék fiRaREial mgbm ahd expense :

- 7=y 2004 financial result I - ;

In 2004, the financtal result cornprised the following:
1

(5.432)

"Other” rnalnrycompﬂsed the €698 million gain on the sale of Total shares,




EDF/Financial Statements 2005 .
Consolidated financial statements

_Note 18. Income taxes

The breakdown of tax Ilablllty Is as follows

FE S AT fen .. {1,451) (3,072}

The current tax expense concems subsidlaries (principally RTE EDF Transport, EnBW EDF International and EDF Energy) in the -
amount of €915 million and EDF SA In the amount of €559 million.

. 2004

B T R T A e R T T G A L A S

income of consolidated companies “"“”“ﬁﬁ%ﬁ%&&@ § » iy e Fo] ‘5@%1 S
Guod.vli'mukmenl g ,29,%‘@

{zIncome of consolidated compames Before tAx and goodwill impalrient 5544 7
; ﬁﬁg—‘&i R u)d";gf’:’m *m%w

TEffdetive tax rate %

The main factors explaining the difference between T . the compietion of the Edison takeover termi-

the prevailing official rate and the effective rate are: nated a risk the Group had covered by provision
' : _ . inthe 2004 financial statements. Since this provi-
- 2005 ' ' sion was not tax-deductible, its reversal generates
» the impact of differences in tax rates, tssem.lally no taxable income, and the effective tax expense
on the UK subsidiaries EDF Trading and €DF . . i5 thus €429 million lower than the theoretical
Energy which are taxed at 30%; ’ tax expense; :




. [iDefeired tax asse15 = het Vatie i

i | EDFlFmanc:aI Sratements 2005 i .:. " :;1
¢ !
' -J !
!
1
? !
* the impact of the tax inspection of EDF SA cover- |~ . 2008 !
Ing-2003-and- 2004 which'led"to-an-income” tax : , provislonfrecorded'againstﬂeferred tax- assets_“'
reassessment of €458 million. A deferred tax o <. principally relatlng to the Light group and’ the
asset of €319 million was also recorded, such o Mexican wbmdlanes
that the net imp_act was €(139) million. ’ o « offset of the gam on sale of Total shares by Iong
' : S . term capital Iosses .
. non-deductlblllty of the ttalenergla Bis provlsson
18.2.2 Change in deferred taxes -- - 4 oo e ' .

Provision : . e -
Net Deferred Net
on deferred deferred . tax deferred
tax assets liabilities

hmdmsazmasmm:gcm ’ ) I 11 - I ) 106 (288) . (182
T Siuatcn 51 0o s . g - rem—
Oﬂ'gshmxbasls

Changes in scope of consolidation
Transiation adustments
iSitation at December 31, 2005

1

Deferred tex assets: - -

748 _ 748 .
Non-daductible provisions 5,057 5,121 )
Other deductible ternporary differences 932 o 764
Ravaluations, revalation surphus and elimination of intercompany profit 533 501
Tax losses and unused tex credits : : 1,599 1,599 .
Netting of defermed tax assats and Rabiities ' D B  Erurmniat (5.306} (5.3051 '

{ Deferfed tax aSsets - gross valie £:00 Sin s i ; e AR SR e
" Provision on deforred tax assets - | @s9 - {25131

Deferred tax liabilities:
mmmmwmmmw

USRS -
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18:5: Tax booked against equity

i Losses carried forward
fand tax credits

At December 31, 2005, unrecorded tax loss carried - At December 51' 2005, the total income tax recorded
forward and deferred tax assets represert a potential ) against components of equity amounts to €(360) mil-
tax saving of €2,531 milion. - : : : tion. €(511) miltion of this total relates to the recogni-

tion of taxes on unrealized income ang 1053 items rec-
" ognized in application of IAS 32 and 39 including
€(240) mitlion at January 1, 2005.

==+~ Due to their uncertain nature, these potential assets
will be recognized as and when they are utiized.

" Note 19. Basic earnings per share
and dlluted earnlngs per share |

. ‘.'_ fiw Tetl e Wi

Basic earnings per share are caiculated by d}viding t.he ) ditutive instruments, by the weighted average num-
Group's share of net income (€3,242 million at ~ o ber of potential shares cutstanding over the period.
December 31, 2005 and €624 miltion in 2004) by the . o
weighted average number of ordinary shares out- C . As required by IAS 33, this number of shares includes
standing over the period, taking into account all the impact of diltive instruments within the Group,
changes that have occurred following EDF SA's IPO. ' principaily warrants at Edison and a bond convertible
. ' into shares at Light.. - . .
The diluted earnings per share are calculated by divid-

ing the Group’s share of net income, corrected for

5 ke CYP ® a5 P i
l"""—%"‘ % ".."l.‘*"ﬂf '?%‘?f:x' Pt P

'hmtrlsdu.nsi

wmmwmdmmwmm)
Weighted everage number of ordfinary shares

Basic earnings per share in eurd

Qiitad eaminggs per sharp in auo
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Goodwill concerns the United Kingdom (€2,478 mil-
Hon), Germany (€1, 760 milion), other Eumpeansut» .
_sidiaries including Edison (€2.897 mlllnon) and the
rest of the world (€46 million).

The temporaty' goodwill generated upon first consol- -
, " idation of Edison amounts t0 €1,768 million. Tr:is '
- — -~ - -fesults. from valuation of.Edison assets.at market

value, net of the cost of acquiring the shares, after
impairment, and the falr value of derivatives estab-
hshedpriortoﬂmtakeoverbyEDF ’

Following Impamrem tests, goodwill Imparment of
€29 million was booked in 2005 and net impairment
of €118 mnlllon was recorded against fixed assets,

leading to _a_t_c_:tg! impairment expense of €147 million,.

i

et Values¥giE

'2005.

Internally-generated intangible assets amounted to €17 million.

" Research and development expenses recorded in the income statement totatled €402 million for the year ended December 31,




EDF/Financial Statements 2005
Consolidated financial statements -

T TR AL

{n mBons of aros)

Wmmmmwmm 57330
Property, plant and equipment operated under concessions 35,741
Property, plant and equipment in prograss 3.232

Leasad property, plant and equipment
Property, plant ard equiprment’

e AL Y A e e s 102,215 97,645

£ Movements in property, plant and equ_ipment‘owned by the Group
(excluding assets in progress)

[OREy ‘::;..4.,5'..1,5 b-:}.,,. 27

fn mitions of euros)
' Other
installations,
Networks | plants,
machinery
& cquipment

" Thermat
& hydraulic
power
stations

. power
», stations

Gross valses at 12.31.200«1%
Impacts of the Law of August 9, 2004
- Increases
I . Decroases
Transation adustment
Changes In the scope of consoiidation
Other moverments
¥ Gross vaiues ar:12.31:2005

&‘Depmuanonandhnpairmemal
Impacts of the Law of August 9, 2004

E T s s

2 Net valaes at 12,31, 20083

Following impairment tests, the Group booked a net impairment Ios of €118 mlllion at Decernber 31, 2005 on certain items
of property. plant and equnpment owned by the Group.
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Movements in property plant anq equrpment operated under concessron
g (excludrng assets in progress)

i

Othor
Thermal installations,
& hydraulic plants,
power Retworks machinery
stations & equipment
’ & others

kmactsdﬂrslawdkgﬂQ 2(1)4

|
Increasesm ) - | 11 o .
Decreases ) ' } {14) @ 179y {109 .
Transtation adustment . i B3 kg 342 107
Changes in the scope of consalidation | 6] 449 ‘ {637
I

o:mm

Km)

(1)lmmarsomneassasmmnu1edrormmmmm . ‘ ; )
(Zimnmmmqundqumamopemeduﬂerm Mmmmmmhmwmm

Property, plant and equipment operated under concession includes facilmes under oomession in the following countsies: France -
Argeritina, Brazil, ivory Coast and Switzerland. , _ I ‘

ey

i3 Finance lease obligations | '

The Group is bound by imevocable finance-lease con . ‘defined in the oomraccs At December 31, 2005, the
vads for premises, equipment and vehicles used ln total expenses and commitments for imevocable

the course of its business. The comesponding pay finance-lease payments were as follows.
ments are subject to renegotiation at lntervlals : . ’ :

ﬁi«{. Avai‘{.‘.r{mn LUt A PR B e FEM 2 Ba 1 S L e ]

fn milons of eurcs)
. Maturity

<"1 year . 1-5 years
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Note 23. Investments i |n companles
_accou_nted for-under the equu_ty method_

) ' Share
Principal ‘o5 voting 7 i i ity Jllof net income
. actwuty rights held | at
: N . R 12.31.2004

eloju|niw|o|aln

Fnal - ISE
Other investments accountad
mda'maeqltyrndmd ,
P investiments cornpanias

AN ww-ﬁykﬂ:\," T

* SCCOuUnted

's-samc-gerummo-'dmmm

Finel, which isjoim]y owned bty EDF and Edison, has been pmpomonally consolidated slme October'_1 2005,

At December 31 2004, and at September 30, 2005 for EVN, the peincipal audited indicators cmwrnlng cornpania accounted
for under the equity method were as follows:

Total liabilitics
(excluding
equity)

fNot
income

" assets

Deiida Holding® - ) . : 8,697 ) 4,948 142
Estag 2014 - 940 974 568
SSE . . ' - 28 87 468 - 4
Al ) . . 4387 - . 3,084 4,508 204
EVN o ) 4,740 2454 1,610 144

Edencr _ : 497 494. 305 (19)

{1) Consolidated financial data including Dalkia Investissement and Dalkia intermnational.
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Breakdown between current and non-current financial assets

- — - A

"Current and non-curment financiat assets break dm? as follows:

n mions of ewos) - K ) :
: 12312005 T . 01.01.2005

Non-current ;> Total I Current Non-current

mmmummmm

In fair value included in income :

Avaiishio-tor-sale financial assets 4,592 7,138 2,109 6,858 8,967
Held-to-manuaity investrments” 22 . 115 9 " 8 17
Positive fair value of hedging desivatives ) , 737

“Tolal financial Assets P 11890 1505054 8,518 Wl .630- 118 e 13,808

LFE T o 1--5[ T
e

T I e e Ty T

Sk {3l she duli

2442: Change in financial assets

»
11 !!"1-1&!1 [TTE:
ey

IR ciet:

Te variation In financial asses after the impact of the transition 10 IAS 32 and 39 described in note 3.3 is as follows:

Changes
in fair vatuc

Fnancial essets camied at fair value

wih changes in tair value included in income 3.020

Aveliahle-for-sala fnancil essets 8,967 | 3618 (839 532 511)
Held-to-mansity investments - 17 | 126 ® - 2
Positive fair vaiue of hedging derivatives ' 664 [ 34

Loans and financial mceivables ' 1,140 | 355

“Financial assels - 4mmy R 3,808 VRS S a A A RS (1,627 - T b 4,038 e b (261} B




: Details of financial assets

" Dervativas - positive fair value

Fair value of derhatives held for trading

Fnancial assets camed at fair value with changes In fair value included in Income, by opticn@

7 24.3.2 Avallable-for-sale fma_nclal assets

" Dedicated assets

(1)meput|onclassxﬂedaslwsdassms|s€148mnllma!1amry1 2005and€98millmatDecember31 2005,
{2) The portion classified as liquid assets is €161 million at December 31, 2005. .

7 Availablefor-salé’ financial assets

During 2005, €487 million of changes in the fair
value, net of tax, of available-for-sale financial assets
were recorded In equity. An amount of €19 million
net of tax was transferred from equity to income in
-respect of disposals and impairment of these assets.

24.3.2.1 EDF SA'S DEDICATED ASSET:
PORTFOLIO

EDF SA's dedicated asset portfolio consists of financiat
assets dedicated to cover long-term expernses related
~ tonuclear plant decommissioning and end of nuclear
fue! cycle expenses {see note 31.3.3). It is EDF's policy
that these assets are clearly identifiable ang managed
separately from the company’s other financial assets
and investments. o

A long-term management strategy is applied for

these dedicated assets, which comprise diversified’

bond, monetary and equity instruments in accor-
dance with the strategic allocation defined by EDF's
Board of Directors. This allocation is regularly
reviewed under the supervision of the Audit Com-
mittee.

Certain dedicated assets take the form of equity
securities and bonds currently held directly by EDF SA
and recorded as such in its balance sheet. The rest
comprise specialized collective investment funds on
leading intemational markets. managed by inde-
pendent French or foreign asset management com- -
panies selected on the basis of solicited proposals or
through a call for bids. They cover various segments
of the bond or equity markets with EDF aiming to
achieve the broadest diversification possible, in the
form of open-end funds and “reserved” funds estab-
lished by the Group solely fo